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BLADES, EAST & BLADES. Ltd. 


Established 1821. 
CITY OFFICES: WORKS 


17 ABCHURCH LANE, ~—LEONARD ST., FINSBURY, 
LONDON, E.C.4 LONDON, E.C.2 


Telephones : MANsion House 4366 (10 lines). Telephones : CLErkenwell 1020 (10 lines). 
Telegrams : “* Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, BANKS, 
ETC., AND STATIONERY FOR MECHANISED BOOKKEEPING A SPECIALITY 
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THE BANK OF AUSTRALASIA. 


Incorporated by Royal Charter, 1835. 


Paid-up Capital - ° - - £4,500,000 
Reserve Fund - - - - - £2,475,000 
Currency Reserve - £2,000,000 
Reserve Liability of Prepeieters ander the Charter £4,500,000 


£13,475,000 
COURT OF DIRECTORS : 


D. F. ANDERSON, Esq | F.V. C. LIVINGSTONE-LEARMONTH, Esg., D.S.O. 
HON. GEOFFREY C. GIBBS | RIGHT HON. THE EARL OF MIDLETON, K.P., P.C. 
£ AK. caparkaee Esq. HORACE PEEL, Esq. 

| SIR JOHN SANDERSON, K.B.E. 
! 


KENNETH GOSCHEN, Esq. 
Cc. G. HAMILTON, Esq ARTHUR WHITWORTH, Eso. 


HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 
WEST END BRANCH: 17 Northumberland Avenue, W.C.2. 


Numerous Branches throughout the States of VICTORIA, NEW SOUTH 
WALES, QUEENSLAND, SOUTH AUSTRALIA, WESTERN AUSTRALIA, 
TASMANIA, and the DOMINION of NEW ZEALAND. 


The Bank offers facilities for the transaction of every description of Banking business in 
Australia and New Zealand. Negotiates or collects Bills. Issues Telegraphic Transfers, Letters 
of Credit and Drafts, also Circular Credits, Circular Notes and Travellers’ Cheques available 
in all parts of the world, Deposits received at interest for fixed periods on terms which may be 
ascertained on application, 
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THE BANKER 


A Banker’s Diary 


Mid-August—Mid-September 


SEPTEMBER has proved a quiet and uneventful month. 
The note circulation, which rose to a peak of £503°8 
millions on August 4, dropped back to 
The Money £488: 1 millions by September i owing to 
Market the return of holiday currency from cil 
culation. The Reserve in consequence was 
raised from {23-6 to £39:9 millions. Simultaneously 
public deposits, which had been on the high side during 
most of August (partly because of inequalities i in Treasury 
bill payments and maturities) have returned to a low 
level during September owing to dividend payments and 
other Government disbursements at the beginning of 
that month. All these movements helped to replenish 
bankers’ deposits at the Bank of England, which from a 
low point of {88-5 millions on August 18 had risen to 
108-4 millions on September 15. Money consequently 
has become almost more plentiful than ever. There has 
been little demand for night money, and the banks have 
been very eager buyers of bills. Most September “9s 
and a large number of Octobers and Novembers had i 
fact passed into the hands of the banks by mid-Septe lioes iT. 
There may be some pressure for funds at the end of 
September, as the market will have few maturities out 
of which to meet the heavy payments due for Treasury 
bills maturing at the end of December. This squeeze, 
however, will only be temporary and if the precedent 
of last March is followed, the authorities will ease the 
position in advance by open-market purchases of bills. 
Some such special buying, in fact, had already been 
noticed by the middle of September. 


fHE main event of the month was the further collapse 
of the franc from Frs. 143 to Frs. 146 to the pound. 
This is discussed in a special article and 

The Foreign also by our Paris corresponde nt. Late in 
Exchanges August the dollar was weak, partly because 

of further Japanese sales, and at one time 
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sterling was quoted as high as $4-99}. Later the begin- 
ning of the autumn commercial demand brought the 
rate back to $4-963, and then the weakness 4" the franc 
and the further outflow of French funds to New York 
sent the rate down sharply to $4: 943. At this stage the 
American Control turned a seller of dollars. French 
buying continued, and notw whahanilin the September 
changes in American monetary policy, which might have 
been expected to cause the dollar to weaken, ‘the rate 
only came back to $4:g5 in spite of heavy official American 
sales of dollars. As regards other rates, the belga showed 
signs of weakness, first because of the Belgian political 
crisis and later because of a general belief that the belgz 
would be affected by the depreciation of the franc. To 
judge from recent Belgian expressions of opinion this 
belief has little substance, for Belgium is not afraid of 
French competition even after the latest depreciation of 
the franc. In the Far East business has been very limited. 
Rates show little net change as the result of the war, 
but the Shanghai rate has at times been nominal. 


THE August trade returns show an increase of {1-2 
millions in imports over the previous month, and a 
decrease of {5-1 millions in British exports. 
August —Re-exports at £6-7 millions were practically 
Overseas 1 1 ‘ é he 
/ unchanged. The ‘improvement in the ad- 
Trade ; 
verse trade balance noted last month has 
therefore not been maintained, the figure for August 
being £37°5 millions against £31-1 millions in July and 
{26-4 millions in August last year. 


Aug., 1936 July, 1937. Aug., 1937 


£ mill. £ mill. £ mill. 
Imports .. a £3 66-1 85°5 86°7 
Exports... ae ‘i 35°3 47°60 42°5 
Re-exports a is 4°4 6°8 6:7 
Total exports is me 39°7 54°4 49°2 


Imports for the first eight months of 1937 amounted to 

£654°4 millions, against a parallel figure of {536-6 

millions last year. JBritish exports stood at £341°4 

millions, against {283-2 millions a year ago, and re- 

exports were valued at £54:2 millions, compared with 

{41-8 millions last year. The adverse trade balance 
Cc 
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therefore amounted to {258-8 millions, against {211-6 
millions a year ago. 


BETWEEN July and August there was a small decline 
in all the main items. Clearing bank cash decreased 
from {£235°2 millions in July to {234-2 
August millions in August, while deposits were 
oe {10 millions lower at {£2,283-3 millions. 
ank 7 
Averages Discounts fell from {282-2 millions to 
{277-2 millions, and call and short loans 
from {162-8 millions to {161-6 millions. Advances at 
{968-5 millions showed a decrease of {2-6 millions, and 
investments declined from {£646-6 millions to {645-7 
millions. 


On September 1, 1837, the prospectus was issued of the 
Union Bank of Australia. Its authorised capital was 
then £500,000, and it grew out of the visit 
An | to London of a director of a small Tas- 
ie manian Bank which then needed fresh 
anking ; : : Rie 
Centenary Capital. An illustration of the bank’s first 
* branch appears on p. 82 of this issue of THE 
BANKER. To-day its authorised capital is £12 millions 
and it carries deposits of £35 millions. It is, in fact 
one of the leading Australian trading banks, with an 
extensive business in Australia and New Zealand. During 
its life it has witnessed the gold-mining era of the 
fifties, and the development of Australia’s agriculture 
followed by that of her secondary industries. It weathered 
the panic of 1893 and the great world depression of recent 
years. The London office still keeps a copy of a circular 
letter sent to branch managers in the early ‘forties 
and embodying the principles of sound banking in the 
Colonies. Australia and New Zealand are now Dominions, 
but we doubt very much if those principles have changed, 
and that may explain the Bank’s long life and success. 





The Tripartite Agreement and 
the Franc 
| Dac in September the French franc suffered a 


fresh collapse. In one sense this was unexpected, 

because August had on the whole been a good 
month for the franc internally. Revenue was coming in 
well and M. Bonnet’s financial reforms commande »d 
confidence. Externally, the franc had gained both 
through tourist receipts and through some repatriation 
of French capital. The new Rentes Stabilisation Fund 
had proved effective in its immediate object of supporting 
the rentes market, and the authorities had by early 
September felt justified in reducing the Bank rate to 33 
percent. At this juncture came new and sudden pressure 
upon the franc. After a few days the French authorities 
had to abandon any attempt at control, and though 
they intervened subsequently i in a spasmodic manner, the 
net result was that in a week the franc depreciated 
against the pound from Frs. 133 to Frs. 147. Forward 
francs naturally went to a wide discount, and at one 
time three months’ francs were quoted at Frs. 73 discount. 
Most people had anticipated a period of weakness in 
October, but they were equally taken by surprise by the 
September collapse, and it is impossible to assign any 
simple explanation. Several reasons are adduced “by our 
Paris correspondent on a subsequent page, but probably 
the simplest reason is that the franc has still to find its 
natural and permanent level both at home and abroad. 
This is not necessarily a reflection upon M. Bonnet’s 
recent fiscal reforms. It simply means that for the 
present the world must look forward to a further period 
of wide fluctuations and general uncertainty. 

The fresh collapse of the franc obviously calls into 
question the Tripartite Agreement, called into being 
exactly a year ago as the prelude to the first dev aluation 
of the franc to what now appears the very moderate 
rate of Frs. 105 to the pound. The intention behind 
the Agreement was the establishment of conditions of 
equilibrium and stability all round the pound-dollar- 
franc triangle, coupled with a mutual abstinence from 
competitive currency depreciation. Many other nations 

c2 
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quickly adhered to the Agreement, and it is important 
to observe that from then onwards the descriptio n 
Tripartite became far narrower than the scope of the 
Agreement warranted. It is now patent that all hopes 
that the franc would remain stable have proved illusory, 
and so it is hardly surprising that the visit of a high 
British Treasury official to Washington during September 
gave rise to suggestions that the Agreement was under 
reconsideration. There is no reason to suppose that this 
visit was made with this specific object in view, but 
equally it is difficult to believe that there has been no 
discussion on the franc. There are, however, two points 
which can usefully be made. The first is that the franc 
is now only one of many facets to the Agreement, for as 
we said above it rapidly came to embrace many countries 
beside England, France and the United States. Hence 
the collapse of the franc does not necessarily destroy the 
value of the Agreement. The second point arises out of 
the mutual undertaking of the signatories to refrain from 
competitive currency depreciation. Before any allegation 
of this kind can be sustained against France, it is necessary 
first to show that the collapse of the franc was a deliberate 
act of the French authorities. Here all the evidence 
points the other way. Next it is necessary to prove that 
the collapse has made the franc undervalued against 
the pound, the dollar and other currencies. Here we 
need only say that it would take a very bold man to 
estimate the present or future equilibrium rate of ex- 
change between the franc and other currencies, after 
making due allowance for the past fifteen months’ 
increases in French wholesale prices, retail prices, wages, 
costs and other indications of internal purchasing power. 
There is in fact no evidence at present that the franc 
has become undervalued. Before its latest fall, reports 
both from the French textile trades and also from 
adjacent countries such as Belgium suggested that the 
franc was still overvalued, and the Seq ytember collapse, 
though serious, can hardly have tipped ‘the balance very 
much the other way. Therefore, there is not the smallest 
ground for suggesting that there has been any com- 
petitive depreciation of the franc. 
Apart from the franc, the Tripartite Agreement has 
done its work well. Fluctuations of the pound against 
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the dollar during the past year have been very moderate, 
with rates of $5: oo and $4-86 the absolute outside 
limits. Other important currencies, such as the belga, 
the guilder and the Swiss franc have maintained their 
new equilibrium well, and all the indications are that the 
rates of exchanges established a year ago were such as 
to bring them back towards prosperity without imposing 
any new disability upon Great Britain, the United 
States or the sterling area. Meanwhile none of the 
recent vicissitudes of Great Britain or the United States 
can be ascribed to currency disequilibrium, and on the 
whole trade has continued to improve both in these last 
two countries and in most parts of the world. The chief 
disappointment is that the Tripartite Agreement has 
not proved the precursor of an era of freer world trade 
and exchange. 

Hence there is no reason to condemn the Tripartite 
Agreement just because of the prevailing weakness of 
one of the three original signatories. France is passing 
through a difficult period, but she will pull round in 
time, just as she has in the past. Other countries, it is 
true, must take note of the rapid and enforced read- 
justment of the internal and external value of the franc, 
and the Agreement must be interpreted with sufficient 
elasticity to take account of that fact. This does not 
mean that the Agreement is no longer necessary to the 
re-establishment of world economic “stability, or that it 
should be terminated forthwith. That is the essential 
point to emphasise to-day. 


Italian Industry 
By Count Volpi di Misurata 


Former Minister of Finance; President of the Confederation of 
Italian Industries. 


HE economic crisis, especially in its initial stages 
had very much the same effects on Italy as it 


had on other countries, but Italy met it in a 
rather different way. As a result of the measures taken 
during the preceding seven years to strengthen pro- 
duction and the productive industries, Italy showed a 
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remarkable resilience and she had no difficulty in 
promptly taking such measures as were appropriate. 

The first and most important of these aimed at 
lowering production costs through a policy of industrial 
consolidation which led to compulsory amalgamations.* 

There was at the same time a corresponding reduction 
in retail prices, rents and wages in all sections of industry 
in order to lighten progressively the burdens laid upon 
private enterprise and at the same time to modify the 
distribution of profits to the advantage of the consumer. 
The credit aspect of the crisis was faced by a reduction 
in discount rates by means of a rational and progressive 
systematisation of credit institutions and the creation of 
special bodies for the purpose of making more efficient 
the industrial side of the credit system. The effect of the 
contraction of foreign exchange resources was met, while 
awaiting the fresh progress expected from the reduction 
in costs of production, by reducing consumpton. 

The unemployment problem was met by a compre- 
hensive scheme of public works on the one hand and by 
the reduction of working hours on the other. 

The result of all these measures was that in 1932, 
when the crisis entered its most acute phase, Italy seemed 
to be in a rather better position than were other countries. 
The unemployment returns, for instance, although still 
at the million mark, were much lower than those registered 
in other lands, while a comparison of the relation between 
price levels and production costs in Italy’s major 
industries and those of other countries showed that the 
rational correlating of costs to prices was taking place 
more rapidly in Italy than elsewhere. 

As a result of all this it was possible in 1932 to feel 
that revival was slowly approaching and at the same 
time the policy of the Government, at first precautionary, 
entered on its practical constructive stage. The greatest 
achievement was the pong and paling 5 into force of 


* We may note the Consorzto Siderurgico 7 the Unione Metallurgica 
established in 1932, the first concerned with primary materials and 
the second with the sale of manufactured goods; the Sindacaio 
Filatori Cotonieri established at the end of 1932 for the organisation 
of the sale of goods on the internal market; the Sindacato per 
l’Industria Serica and the Consorzio Industriale Canapiert which in 
1931 organised the shipping industry in four great units. 
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the Corporations Law (Feb. 5, 1934), but at the same 
time other special measures were taken such as would 
render possible a more harmonious functioning of the 
whole economic activity. Ministerial control was estab- 
lished over new enterprises in order to control the 
development of the machinery of production, while the 
policy of agreements and conventions between producers 
which had already given good results was continued. As 
regards industrial credit, credit institutions made avail- 
able large quantities of bonds and were able to place the 
proceeds of economies effected at the disposal of selected 
industries. The problem of foreign trade was met by 
the promulgation of special measures (Royal Decrees of 
May 26, 1934, and Dec. 8, 1934) for the control of foreign 
exchange and of the Royal Decree of Mar. 20, 1935, 
creating the Foreign Exchange Control Board as well 
as by “several other “ clearing ” regulations. At the 
same time a policy directed to the achievement of 
economic self-sufficiency was embarked upon and this 
was strengthened and made definite later as a result of 
sanctions. 

The result of all this legislative activity was soon 
felt. In the first place the fact that a revival was now 
visible, although the prices of finished products was 
steadily falling and those of raw materials rising without 
any proportional decrease in wages, proved the value of 
the reduction in production costs obtained during the 
crisis. In the second place the fact that the revival in 
production had not involved a proportional increase in 
the imports of raw materials showed that definite 
progress was being made towards self-sufficiency. At 
the end of 1935 the effects of the crisis had not only been 
countered but the crisis itself was over and industry was 
developing its productive capacity quantitatively and 
qualitatively on the basis of rational organisation healthily 
fed by abundant flow of credit. 

It was at this moment that war broke out in East 
Africa and the policy of sanctions against Italy was 
embarked upon. I need say no more than state the 
simple fact that in spite of sanctions the war was won. 
The policy adopted to meet this new crisis was simple. 
In essence it consisted in reducing imports to such a 
minimum as could be purchased with what was left of 
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our export trade, and in earmarking the gold reserve for 
the purchase of essentials with the knowledge that the 
reserve was sufficient to make purchase possible over 
a long period. 

The policy of course had to be supplemented by a 
whole series of other measures. It was clear that the 
State, and only the State, should control foreign exchange. 
This was done by the creation of the U nder-Secretariat 
for Exchange and Currency, by the establishment of a 
monopoly of gold purchase and other parallel measures. 
Production had then to be disciplined so as to reduce to 
a minimum the necessity for employing foreign raw 
materials. This too meant direct action on the part 
of the State and a great increase in the activity of the 
syndical and corporative organisations. <A _ technical 
committee was set up by the Confederation of Italian 
Industries which had as its task the co-ordination of the 
action of the Government and of the producers. The 
results of its work were excellent. 

The problem remained of financing industry while it 
was thus being transformed from the technical point of 
view. This was solved by the prompt action of the 
credit institutions which found the necessary money by 
the issue of guaranteed bonds and in certain cases by 
advances from the Bank of Italy. The credit system 
thus necessitated was given definite shape by the Law of 
Mar. 12, 1936, which created the Inspectorate of Credit 
and Banking and this new body has succeeded in giving 
the whole banking system a new organisation. 

There was too the problem of eliminating speculation 
in the commodities market. That was solved by the 
establishment of the Central Price Control Committee 
which was charged with applying effectively legal 
measures taken towards that end. 

Although in April, 1936, it was officially stated that 
the Italian trade figures proved that sanctions had been 
effective, I can only state my definite opinion that that 
statement went counter to the plain facts of the case. 
Actually, by decreasing its supplies of foreign raw 
materials Italian industry was able to increase production 
and the progress towards self-sufficiency was materially 
accelerated. This was perhaps the most notable effect 
of sanctions, but it is impossible to deal here with the 
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relation between the sanctions policy and the determina- 
tion to secure self-sufficiency and the practical measures 
taken to do so. 

In conclusion we may say that as a result of the 
economic measures taken above, and the consequent 
economic changes, the whole situation has profoundly 
altered. Not least significant is the psychological 
change caused by the adoption of the corporative system 
which has enabled the measures taken to be effectively 
and continuously applied and which to-day finds, in the 
endeavour to achieve complete self-sufficiency, inspiration 
collectively and individually, to steady and progressive 
activity. 





Exchange Clearing and 
Rearmament 


By Paul Einzig 
ORs about the middle of 1936 the adoption of 


the exchange clearing system was making gradual 

progress in most parts of the world; this in spite 
of the innumerable resolutions passed by various inter- 
national bodies condemning the system and urging the 
Governments to abolish it as soon as possible. During 
the second half of 1936 and the first half of 1937, however, 
the trend appears to have become reversed. Hardly 
any new exchange clearing agreements have been con- 
cluded during that period apart from the renewal of 
existing ones, and in several instances exchange clearing 
agreements were replaced by other types of payment 
agreements. It appeared as though the revival of foreign 
trade and the improvement of the exchange position of 
some of the financially weak countries might lead to the 
gradual liquidation of the system. Moreover, the two 
totalitarian states, Germany and Italy, adopted the 
policy of maintaining clearing agreements only with 
countries which had exchange restrictions. In relation 
to countries with free exchanges they prefer to replace 
exchange clearing by payments agreements on the 
pattern of the Anglo- German agreement of 1934. By 
virtue of that agreement the Reichsbank undertook to 
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supply a certain definite quota of sterling to German im- 
porters in payment for British goods. On the other hand, 
the sterling proceeds of German exports to Great Britain 
were placed at the disposal of the exporters and therefore 
through them found their way to the Reichsbank. 
The British Government, too, has adopted the policy of 
liquidating existing exchange clearing agreements as 
soon as the debt arrears of the countries concerned are 
liquidated. Thus it was expected that the Italian ex- 
change clearing agreement would come to an end towards 
the beginning of 1938 as a result of the liquidation of 
pre-sanction arrears. 

Until a month or two ago it appeared as though 
exchange clearing was almost a thing of the past. In 
recent weeks, however, there has been a distinct revival 
of interest in the system. For one thing, it is believed 
in usually well-informed quarters that on the occasion of 
his Washington and London visits M. van Zeeland 
proposed some form of international exchange clearing 
in order to revive international trade. The Bank for 
International Settlements was to play an important part 
in his scheme. Since, however, his proposals met with 
a frigid reception in Washington, no new developments 
are to be expected from that direction. 

Nor is there any likelihood of any revival of the 
exchange clearing system as a result of the gold position. 
It has been suggested that, since the only effective w ay 
to prevent an unwanted influx of gold through an influx 
of ‘“‘ hot money ”’ would be the establishment of exchange 
clearing, the United States might declare itself in favour 
of that system. In reality, opposition to exchange 
clearing in Washington is still as strong as ever, and the 
gold influx would have to cause much more inconvenience 
before the Administration would decide to change its 
attitude. Nevertheless, I am convinced that rather than 
cut the price of gold the American authorities would 
prefer to experiment with the exchange clearing system. 

The main reason why the exchange clearing system 
has come once more into the limelight is the new use 
Germany has found for it. As is well known, Dr. Schacht 
has taken full advantage of exchange clearing for the 
purpose of importing large amounts of goods without 
having to part with foreign exchange in payment for 





“ss CT to ee te a © 


EXCHANGE CLEARING 13 


them. The tactics usually pursued consisted of con- 
cluding exchange clearing agreements with countries 
anxious to export, and buying up large amounts of goods 
from those countries. The exporting countries suddenly 
realise that their clearing account with Germany has a 
huge frozen credit balance in their favour. There is no 
other way of liquidating it than by increasing their 
a age! of German goods. Since in this game Germany 
holds all the trumps, she is in a position to dictate her 
terms. German goods are available for the purpose of 
liquidating the frozen clearing balances but they are very 
expensive. German exporters receive any amount of 
subsidies if they export their goods for cash, but when 
they export for the purpose of liquidating arrears they 
have to fix their price in accordance with the high cost 
of production in Germany. Moreover, the quality of 
their goods is inferior. Amidst the feverish rearmament 
activity, and partly owing to lack of raw materials, it is 
inevitable that the quality of German manufactures 
should suffer. Nevertheless, since Germany’s creditor 
countries can only liquidate their credit balances on their 
clearing accounts with Germany by buying German goods, 
there is no choice but to accept goods of inferior quality 
and to pay a high price for them. In some instances 
there was a system by which foreign exporters were 
enabled to sell their claims at a discount. Germany 
was thus able to purchase those claims without having to 
pay anything like a full price for them 

One would have thought that, once having been 
bitten, the countries conce ned would fight shy ‘of any 
further entanglements with German clearing. It is 
indeed not easy to play the same trick several “times on 
the same people. This is where Dr. Schacht’s subtle 
genius comes in. He has devised new varieties of the 
same trick, thereby enabling Germany to continue to 
benefit from clearing agreements in spite of the unfavour- 
able experience which other countries have had of the 
system in relation to Germany. 

Notwithstanding the improvement in the trade situa- 
tion, Greece is as anxious as ever to sell Germany her 
tobacco crop, and Chile is as anxious as ever to sell 
Germany her nitrates. Neither of these countries, nor 
any other raw-material-producing country, is, however, 
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prepared to accept frozen clearing balances in payment. 
On the other hand, practically every country under the 
sun is desperately anxious torearm. They find it difficult 
to obtain early delivery of armaments, especially since 
most countries with highly developed armament indus- 
tries are themselves engaged in rearming in haste and 
their own Governments have the first call on the output 
of the national industry. Germany is no exception to 
this rule. Another difficulty for these countries is that 
they have neither cash nor credit to pay for armament 
deliveries even should they succeed in placing an order. 

Dr. Schacht’s new formula has succeeded in over- 
coming these difficulties. Germany is now prepared to 
pay for food and raw materials bought through clearing 
agreements by means of armament deliveries. The 
buyers of armaments may or may not know that the 
armaments supplied are not the very latest material 
but the obsolete material that the German army is 
anxious to discard. They are only too anxious to make 
the arrangement by which they will be able to obtain 
delivery of war material almost immediately. 

Germany derives three advantages from this arrange- 
ment. First of all, she is able to continue to buy food 
and raw materials without having to part with foreign 
exchange. Secondly, she is able to scrap war material 
rendered obsolete by the experience gained in the 
Spanish war. Tanks, aeroplanes, etc., thus discarded 
are not scrapped but sold to other countries in return for 
much-needed raw materials and food. Thirdly, the 
countries which make such arrangements with Germany 
come, to a large degree, under the German sphere of 
influence. Only the makers can supply spare parts and 
ammunition for the war material originally acquired, and 
the efficiency of the armies of the various countries of 
South-Eastern Europe and South America depends 
therefore upon the continued supply from Germany. 
It is important, therefore, to be on friendly terms with 
Germany. Whether or not this consideration will deter- 
~— the attitude of these countries in case of war, 

certainly appears to strengthen Germany’s international 
political position in the existing conditions. 

Thus Germany is at a definite advantage compared 
with countries which are not prepared to make similar 
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use of the exchange clearing system. Owing to the waste 
involved, the French army, for instance, could ill afford 
to discard guns made a few years ago simply because a 
better gun has since been inv ented. In the past, France 
sold her obsolete war material to her Balkan allies on a 
credit basis. At present, however, to do this on a large 
scale would further increase the French budgetary 
deficit. If the sale of obsolete war material is done on 
the basis of exchange clearing, the Government gets paid 
by the importers of the goods of the countries which have 
purchased the war material. The advantages of the 
system are so obvious that it is really astonishing that 
countries such as Great Britain and France have left it 
to Germany to make use of it. 


Carpenters Coma v. British 
Mutual Banking Company 
By a Correspondent 
7: March issue of THE BANKER contained an 


an article which foreshadowed that Mr. Justice 

Branson’s decision in the above case would be 
reversed by the Court of Appeal. It may be recalled that, 
after a certain amount of hesitation, the Judge in the 
Court of First Instance decided that he was bound by 
the decision of the Court of Appeal in Bissell v. Fox 
(53 L.T. Rep. 193) and it was a matter for conjecture 
whether the rae of Appeal would find any point of 
difference sufficient to give a different decision, one 
more in accordance with the generally understood position, 
though against bankers in general. 

Bankers have for some time past been somewhat 
severely handled in the Courts in regard to cheque 
transactions, but no banker would wish to be protected 
in regard to a transaction in which he had been negligent. 

To reiterate the facts, one Blackborow, a servant of 
the Carpenters Company and secretary of their Rusting- 
ton Home, kept his personal account with the defendant 
bank which had also the ‘“ Home” account. Blackborow 
procured valid signatures, as drawers, to cheques on 
the ‘‘ Home” account and wrongfully asked the defen- 
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dants to place them to the credit of his private account 
—which was done. On the discovery of the fraud, the 
Company sued the bank for conversion. The bank 
pleaded in defence s. 19 of the Stamp Act, 1853, s. 60 
of the Bills of Exchange Act, 1882, and s. 82 of the 
same Act. Mr. Justice Branson held that they were 
negligent in receiving the cheques for the credit of 
Blackborow’s account, but, following Bissell v. Fox, that 
they were entitled to succeed under s. 19 of the Stamp 
Act, 1853, and s. 60 of the Bills of Exchange Act, 1882. 

It may be interesting to note that the argument set 
out in the earlier article—to the effect that there were 
two distinct transactions which carried two distinct 
risks and against which two distinct protective sections 
were available, and that if the bank failed on either 
count, it could not expect to be scot free by reason of 
succeeding on the other—was not strongly stressed by 
Counsel for the bank, but it is indirectly brought out 
in the judgment of Lord Justice Greer in the Court of 
Appeal. Apart from this, however, one or two matters 
of no little interest to bankers were dealt with and as, 
in a sense, they are incidental, it may be well to dispose 
of them before coming to the main subject of this 
article. Even though the case may be taken to the 
House of Lords, the judgments of the Appeal Judges are 
well worthy of treatment here. 


“ Lulling to Sleep.”’ 

Firstly, it was laid down, or rather confirmed, that 
there is nothing in the “ lulling to sleep ”’ doctrine, which 
received such prominence in Morison’s case. In the 
words of Lord Justice Greer, in the case now under 
discussion: ‘“‘ Each transaction, when a cheque was 
presented with a request that it should be placed to 
Blackborow’s account, must fall to be determined on the 
facts relating to that transaction... it would not 
follow that the cheque presented on April 17, 1930, 
was also a cheque which the bank was entitled to cash, 
upon the assumption that the Carpenters Company 
assented to its being used by Blackborow as a cheque 
to be paid to his credit. There are some parts of the 
decision in Morison’s case which appear to indicate that, 
after a number of transactions had appeared in the 
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books of the defrauded company and had been passed 
by the auditors of the defrauded company, the bank 
would be entitled to think, when the next cheque came 

in, that it was freed from the necessity of any enquiry, 

and its failure to enquire would not be negligence. This 
view is inconsistent with Underwood (A. L.) Limited v. 
Bank of Liverpool.”’ 

Lord Justice Slesser: ‘“‘ Nor was repetition of the 
practice any excuse; neglect of duty does not cease by 
repetition to be neglect of duty, per Lord Tomlin in 
Bank of Montreal v. Dominion Gresham Guarantee and 
Casualty Co. Ltd. at p. 666. Any observations to the 
contrary in Morison’s case on the so-called principle 
of lulling to sleep must now be received with great 
reserve.’’ Lord Justice Mackinnon made no reference to 
this point. 

And so still longer must a banker continue without 
any help he might reasonably claim from contributory 
negligence on the part of parties to whom he is liable in 
conversion. 

Stamp Act, 1853, Ss. 19. 

The effect of this section, in view of the subsequent 
enactment of s. 60 of the Bills of Exchange Act, 1882 
has been much discussed, but it seems now to be 
definitely laid at rest. Excluding again Lord Justice 
Mackinnon, who did not cover the point in his judgment, 
the Court held that s. Ig was impliedly repealed by 
s. 60. Greer, L.J. agreed with Slesser, L.J. that, so far 
as cheques are concerned, the latter’ (s. 60) must be 
treated as inconsistent with the provisions of the former 
(s. 19). He made, further, the strong statement that the 
sole duty of the Court, after the passing of the Bills of 
Exchange Act, is to apply s. 60 of that Act. Slesser, L.J. 
also thought that s. 19 was not applicable. 

That great authority on banking law, Sir John 
Paget, Bart.. K.C. on page 201 of the 4th edition of his 
‘Law of Banking,” is of the same opinion, thus: “ It 
would seem, however, that, by the combined action of 
sect. 24 and sect. 60 of the Bills of Exchange Act, 1882, 
sect. 19 of the Stamp Act, 1853, is impliedly repealed, 
so far as cheques are concerned. . . . The two sections 
are so dissimilar that they cannot possibly co-exist with 

reference to the same subject-matter, though they were 
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treated as so co-existent in bissell v. Fox, 53 L.T.N.S. 
193. 

[It would seem, therefore, as settled that the Stamp 
Act, 1853, can in future be invoked only in connection 
with instruments, drawn by a customer of a banker, 
other than cheques. 


Negligence and the Ordinary Course of Business. 

The view that “ negligence ’’ and “ ordinary course 
of business ’’ were not synonymous terms has received 
approvs al from Slesser and Mackinnon, L.JJ., the latter 
giving his express opinion that “ A thing may be done 
neglig ently and yet be done in the ordinary course of 
business,” though in view of the fact that these expres- 
sions apply to actions done by a banker, it is hard to see 
the meaning of his following remark that “ the drawing 
of the cheques by the plaintiffs’ officials in this case 
seems to me a crucial example.’’ Slesser, L.J. thought 
that the view that negligence does not necessarily pre- 
clude the protection of s. 60 (which speaks of payment 
in the ordinary course of business) was ‘ made clear 
in the case of the other requirement, of good faith, by 
s. 90 of the same Act, which in terms provides that 
‘a thing is deemed to be done in good faith within 
the meaning of the Act where it is in fact done honestly, 
whether it is done negligently or not.’ 

It is, of course, not fg esos for an action to be 
in the ordinary course business even though it had 
been condemned time oa again in the Courts, but it 
might have been argued that practice had altered, as the 
result of decisions, to such an extent as to vary the 
ordinary course of business accordingly. | However, 
bankers may perhaps be thankful that such is not the 
Case. 

But Greer, L.J., agreeing with Branson, J. that the 
bank had acted negligently, stated that in his judgment 
the bank could not be heard to say that it was acting 
in the ordinary course of business within the meaning 
of s. 60, and he held with some hesitation that Branson, J. 
was wrong in holding that the bank was entitled to the 
protection of s. 60. 


Paying and Collecting Banker. 


Coming now to our main theme, Greer and Slesser, 
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L.JJ., definitely view the whole transaction as_ being 
in fact two. They accept the view that the defendants 
were collectors as well as payers and they reject the 
suggestion, adopted by Branson, J., that immunity in 
paying gave immunity in collecting. This agreed, 
there was no further question to decide, for Branson, 3 
had found the defendants negligent, so that their plea 
of s. 82 of the Bills of Exchange Act, 1882, failed. In 
the judgment of Greer, J.,s. 60 of the Act protects a bank 
only when that bank is merely a paying bank. In the 
words of Slesser, L.J.: ‘ As receiving bank . . . unless 
protected by statute, it was guilty of conversion, and 
liable in trover, or for money had and received . . .” 
It is consistent with the views of Sir John Paget that 
the bank in this case should be regarded as acting in the 
dual capacity of collecting and paying banker. Surely 
there can be no difference in principle whether the act 
of collection takes place at one branch of a bank and 
the payment at another, or at another bank; or whether 
the two take place at the only office of a bank. When 
cheques are paid in over the counter they are, unless 
payment is then demanded, paid in under the request 
that they be collected and the proceeds placed to the 
credit of the account of the person to whom they belong. 
The banker has then to present them for payment and 
again there can be no difference in principle whether he 
presents to another bank or to another branch of his 
own bank or to himself at the same office, as in the 
present case. The transactions are in law distinct; 
moreover they are in fact distinct, though tending to 
become me rged or confused by the fact that the cheques 
never leave the office at which they are received. 
Greer, L.J. is strong in this connection. After mentioning 
that the law on this subject had been stated, in a way 
that has never been questioned, by Lord Reading, C.J. 
in Morison’s case, he went on: “ All the cheques in the 
present case were crossed cheques, that is to say, they 
were cheques which were to be paid to a collecting bank 
only. The difficulty in this case is that the collecting 
bank and the bank that credited the cheques to the 
fraudulent presenter were not merely the same bank, 


but the same and only branch | of that bank.’’ Citing 
Savory’s case, he continued: “ The decision seems to 
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involve that, if the bank acts both in the capacity . 
collecting bank and in that of the customer’s bank, 1 
must be held guilty of conversion, and liable for the full 

value of the cheques, unless it can bring itself within the 
protection of sect. 82.” 

The dissenting judgment of Mackinnon, L.J. is not 

so opposed to that of the other members of the Court 
as might first be thought. It began with the statement 
that if he had been free to decide the case on principle 
and apart from authorities, he would have been of 
opinion that, so far as the cheques were crossed cheques 
(they were all, in fact, crossed), the appeal should be 
allowed. The authority to which he referred was that 
of the Appeal Court in Capital and Counties Bank 
Linuted v. Gordon (19 The Times L.R. 462; (1903) 
A.C. 240) and he stressed the finding of Sir Richard Henn 
Collins, M.R. and Stirling, L.J. to the effect that the 
bank in that case could rely on s. 60. Greer, L.J. in 
commenting on this case, said that the obervations of 
Stirling, L.J. were made per incuriam, as they referred 
to s. 19 of the Stamp Act (1853) as if it had been part 
of the Bills of Exchange Act. He (Greer, L.J.) found 
it difficult to follow the logic of the reasoning of Sir 
Richard Henn Collins, M.R. “ because the bank was no 
less a collecting bank because it was collecting from one 
of its branches for the customer, and paying the money 
so collected for the benefit of the fraudulent presenter of 
the cheque.’’ He considered, moreover, that that decision 
did not bind him inasmuch as there was an express 
finding of the jury, on which the Court of Appeal acted, 
that the bank acted without negligence. “‘ The finding 
in this case, that the bank acted negligently, in my 
judgment distinguishes this case from Gordon's case. 
I understand the judgment of the Court of Appeal to 
mean that, if there had been negligence, there would 
have been a case for conversion by the defendant bank 
as receiving bank, and no protection under s. 82, and, 
secondly, if the defendant bank was forced to rely on 
s. 60, regarded as the paying bank, it would be protected 
by that section, but, in any event, as there was no 
negligence on its part, it was freed from liability if 
treated as paying bank.”’ 

Slesser, L.J. agreed with the views of Greer, L.J. that 
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the remarks of Sir Richard Henn Collins, M.R. and 
Stirling, L.J. were ob:ter and not binding in this case on 
a finding that there was negligence. 

Lord Justice Mackinnon, however , proceeded to find 
for the bank on the eround of the ‘earlier , and in his 
opinion, binding decision. Treating first the position in 
regard to uncrossed cheques he went on to discuss that 
of crossed cheques, emphasising that they must be paid 
to another banker. He thought that primarily the 
defendants were paying bankers—a view with which we 
must respectfully disagree—and that the bank discharged 
its duty by paying to itself, for Blackborow’s account. 
Arguing logically from this, he said that “‘ If, for purposes 
of s. 79 and 80, it (the bank) paid to a banker, it would 
seem to me to follow that for the purpose of s. 82 it 
must be the banker who received or collected it. If so, 
when sued by the plaintiffs in conversion, I should, for 
my own part, think that the defendant bank must rely 
for its answer on sect. 82 and establish that it acted in 
good faith and without negligence. In that case, 
I should think that it could not set up that, its primary 
relation to the plaintiffs being that of paying banker to 
customer, it can rely on sect. 60 and claim immunity 
as having paid ‘in the ordinary course of business.’ ”’ 

So whereas it appeared in the case before Branson, J., 
that Bissell v. Fox was the stumbling block, Mackinnon, 
L.J. found that he could not ov erride the Gordon case. 
Bissell vy. Fox was referred to once only, by Slesser, L.J. 
who said that the case was one decided under the Stamp 
Act, 1853, s. 19, which section had no limitation of 
reference to payments in the ordinary course of business, 
and, therefore, was of no assistance on that question in 
the present case. The section, he thought, as has already 
been mentioned, was impliedly repealed by the Bills of 
Exchange Act, 1882. 

One or two, perhaps minor, matters remain to be 
mentioned. Greer, L.J. gave it as his opinion that if the 
bank had paid cash over the counter to Blackborow, it 
would still, as receiving bank, be liable for conversion. 
This is not easy to understand. There is nothing, but 
the risk indicated in s. 79, to prevent a bank’s paying 
crossed cheques over the counter, but the claim 
would be by the drawers under s. 79 for disobeying 
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their mandate, not as true owners under s. 82 for 
conversion. Mackinnon, L.J. made a point that might be 
regarded as open to doubt, that “If the mandate is 
‘Pay X. or order,’ that is in truth, ‘ Pay this if it is 
indorsed by X.’” This is probably exact if related to 
crossed cheques, but if the instruments in question are 
uncrossed, can the paying banker demand an endorse- 
ment? He may perhaps demand a receipt, but can he 
insist on its being in the form of an endorsement ? 

His Lordship concluded his judgment by rightly 
dismissing the argument of Miller, K.C. that as the 
cheques in the case were payable to fictitious or non- 
existent payees, they were payable to bearer, which 
altered the position. His Lordship held that this made 
no difference. 

Thus the case is decided against the bank, but in 
favour of what we believe to be the generally accepted 
view, in banking circles, of the bank’ s position in the 
particular circumstances. It is believed that the matter 
will not be carried further, but we cannot think that the 
House of Lords, if they were asked to consider the 
decision, could find for the bank, either by reinstating 
the judgment of Branson, J. or on other grounds. 




















The Current Assets of a Bank 


By a Correspondent 


O serious student of the pages of this journal, ¢ 
N indeed, of banking technical literature at tha 
can avoid reading from time to time discussions 
regarding the nature of a bank’s assets, or its so-called 
‘liquidity.’’ Since every other article written on the 
matter refers defensively at some point to English 
practice as being adequate for England, and either 
deprecates or ignores foreign practices (or perhaps concedes 
their efficacy, but denies that they are germane to 
English conditions); and since, in this way emphasis is 
laid on the necessity for banks to be able to meet their 
engagements, it is arguable that ab initio an incorrect 
attitude of mind is being unconsciously fostered as to the 
true nature of banking. 











The incalculable benefits that a civilised society 
derives from banking as a whole are not the result of cash 
liquidity. On the contrary, it is illiquidity that is the 
measure of the community’s gain from banking, and 
insofar as ready cash must be made available by any 
one bank, then to this extent the community fails to take 
the fullest possible advantage of a system, at once 
ingenious and simple, for utilising resources that would 
otherwise be unemployed. 

When it is considered that individual bankers derive 
most profit from the least liquid of their assets it follows 
that their advantage coincides with that of the com- 
munity. Consequently, it would be reasonable to expect 
attention to be focussed on cash ratios as at present 
maintained in England from a critical standpoint. 
However, reason cannot prevail against the fetish of a 
“ten to one”’ tradition. To hide their irrationality, 
bankers can almost be heard to mutter the magic words 
“conservatism, stability, finest banking system in the 
world” . . . and so on. 

It must be admitted that no trade or profession in 
this country can show a finer, cleaner, record, than that 
appended to the English banking system. Judged by the 
standard of efficiency it passes all tests; it has remained 
solvent through trying times, and emerged from economic 
depressions to receive the praises and the renewed support 
of our foreign friends. But there still remain a few 
questions to be asked. 

Let it be supposed that for every £100 a banker receives 
on Current and Deposit account £55 is repayable on 
demand. The monthly statements of the clearing banks 
give the following approximate disposition of the funds 
held :— 


Cash isk wae ne ... £10 per cent. 
Cheques and Balances ... ie II 2. 
Bills ae Sa soda ine II Me 
Advances roe Sin « 2 o 
Investments ci co 


The first question to be asked is whether it is really 
essential that £55 of demand liabilities should have £21 of 
demand assets there against. The next problem is this :-— 
Since a bank’s investments are chosen with a strict eye 
to their marketability, why is only 30 per cent. of the 
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total deposits invested in this way? Finally, as most of 
the 11 per cent. held in bills is represented by Government 
paper, why not consider it as “ Cash ”’? 

Three strangely assorted questions it may seem, but 
it is contended that existing banking philosophy is a far 
queerer thing. Each individual banker aims at self- 
government, draws up estimates of his possible require- 
ments, and lays out his deposits accordingly . . . in 
theory. In practice he dare not diverge from the accepted 
canons of good banking in this country; he is a slave to 
the conventions of his “class ; in other words, he acts as 
banking as a whole expects him to act. He can scarcely 
make himself conspicuous by being the only soldier out 
of step. 

The stability of the whole banking system is knit 
together by the well-known understanding that no one 
bank would be allowed to damage the prestige of English 
banking by an isolated default. If no such understanding 
exists, then every foreign banker is operating in sterling 
under a misappre hension. 

It is clear that whatever the country, whatever the 
nature of the banking system so long as there are banks, 
the whole system (i.e. considered as a whole) cannot be 
liquid. The very aim of every banking authority is to 
create fixity from liquidity, and if it fails to do this it is 
not fulfilling the functions of banking. It takes one 
unit of liquid money, issued either against a metallic 
basis or against the credit of the community and circulates 
10 (or more or less) units of “‘ bank credit ” there against. 
The nine units are illiquid. 

To each banker, there is a conception to comfort him 
that his own nine units can be made liquid—by reliance 
on other constituents of the financial class of which he 
is a member. In practice, it works well . . . he need 
have no sleepless nights in ordinary times. But in 
practice nineteen or twenty-nine units would have 
equally soporific effects. Why then, adhere to a ten to 
one ratio: 

Is it not proper for shareholders to question this 
disregard of their interests? In spite of all that has been 
said, the answer must be “ No.” In matters of policy, 
it is not desirable that the shareholders’ views, which 
must be interested primarily in the rate of dividend to 
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be paid, should prevail. This article is not written for 
the shareholder. Its aim is to offer some suggestions as 
to a suitable re-orientation of banking ideas. 

Of these the first is a change in mental classification 
of assets. It is usual to speak of “liquid” assets. It 
is probably more correct to avoid this term, and introduce 
the word “ current ”’ into the technical vocabulary. Thus 
it would become customary to assess “ current ”’ assets 
against “current ’’ accounts, and a Io per cent. cash 

ratio would be observable the more readily as a Io against 

a 55 demand liability—nearly 20 per cent. Again, such 
phraseology would lend itself more easily to an appre- 
ciation of the fact that over 30 per cent. of a bank’sassets 
were almost entirely immediately available to meet 
extraordinary demands. 

The second suggestion is that advantage should be 
taken of the increase in the proportion of Deposit accounts 
that has been noticeable in recent years, to introduce a 
long-term deposit note repayable in 6 months’ time, and 
carrying an attractive rate of interest, in order that a 
greater proportion of bank moneys may be invested in long 
term securities. Such notes would act as a compromise 
between the long regretted decrease in the available supply 
of commercial bills, and on the other hand the unattractive 
rates of interest that the banks can offer the genuine 
saver. If banks undertook to buy such paper when 
their cash position warranted it, they would create a new 
kind of security for the money market, for some depositors 
would doubtless sell their deposit notes when unexpected 
demands for cash arose. 

The third point is that statistics should be collated 
covering the “up and down” years of the post-war 
period, with a view to ascertaining the greatest need for 
cash resources that has been experienced. This should 
serve as the conventional ratio of the future, for it has 
already been said that current liabilities need current 
assets only according to experience, of which we have full 
and varied measure. Unless something of this kind is 
done, banks will continue to work with ratios based on 
convention. 

A final observation may not be without interest. 
The Swedish government have recently introduced a 
decree that gives the Riksbank power to demand that 
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certain proportions of a bank’s “‘ Current Assets ’”’ against 
defined liabilities should be left on deposit at the Riks- 
bank. The aim behind this ordinance is that of securing 
for the central bank an increased degree of money market 
control, for in Sweden this is at present dependent to a 
great extent upon the loyal co-operation of the “ other 
banks ’’—albeit liberally given. It may be that this will 
find its way into other law s. To some extent, present 
custom in England ensures that depositing with the 
Bank of England by the “ other banks” shall always 
take place, and the proportion of money so banked with 
the ‘‘ bankers’ bank”’ is based conventionally on the 
total of current liabilities. 

This is interpolated here for one reason, and that is 
to stress that in no part of this article has it been 
suggested that the law should be invoked, as might be 
argued in another country. A long experience has 
proved that legal control is no panacea for bad banking. 
On the contrary, countries that enjoy a history of sound 
banks and freedom from disproportionate failures are 
least subject to governmental interference. One has 
only to compare England and Scotland with, say, the 
United States of America, to see the truth of this 
statement. 

But since Parliaments will not discuss new rules for 
banking, it is all the more essential that the banks 
themselves should be constantly alive to the changing 
conditions in which they find themselves. 





Bank Reserves 
*..* We have received the following letters from Professor 
Irving Fisher and Mr. A. V. Barber on the question of 
Bank Reserves. 
DEAR SIR, 

In your June number, Mr. A. V. Barber replies to my 

letter which you kindly published in your May number. 

In order to abbreviate the discussion, I will confine 

myself to three points :— 

(1) While it is true that demand deposits (“ current 
accounts ’’ in England) and time deposits differ 
only in degree, the difference in degree—in 
America, at least—is so great that time deposits 
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are nearly negligible as means of payment. 
Demand deposits turn over more than 20 times 
a year, whereas time deposits turn over less 
than once a year. Under the 100 per cent. 
plan, as proposed, this difference could be 
further accentuated. Therefore, to control 
fluctuations in the means of payment, only 
demand deposits need be considered. 

(2) Mr. Barber’s conclusions that a 100 per cent.cash 
reserve behind demand deposits would require 

‘an enlargement of currency volume, infla- 
tionary bey ond danger point ” could scarcely be 
based on a reading of my book, “‘ 100 per cent. 
Money.” Curiously enough, others have mis- 
understood the plan in. the opposite way, 
denouncing it as deflationary. It is neither. 
Its introduction would not add to, nor subtract 
from, the currency volume. After its intro- 
duction, that volume would be gradually en- 
larged year by year, but only as fast as the 
volume of business needed more money to 
preserve the price level. This would be by open 
market operations like those used so success- 
fully by Sweden during the last five years. 

(3) There would be no disturbance i in the “ clearing ”’ 
system. It is hard to see how Mr. Barber could 
acquire such an idea. 

His stated objectives seem so nearly identical with 
mine that I cannot but hope that, on closer acquaintance 
with the 100 per cent. plan, he may acquit it of all his 
charges. 

I take this opportunity to offer to send to any reader 
so desiring my most recent article on this subject. 

Incidentally, as shown in this article, it is not 
necessary that the roo per cent. plan have all the reserve 
behind demand deposits consists of cash. A limited 
amount could, if desired, consist of government securities, 
just as is true of the reserve behind Bank of England 
notes. Only beyond that minimum must there be 
100 per cent. cash reserve, just as in the case of the 
Bank of England. 

Very sincerely yours, 
July 19, 1937. IRVING FISHER. 
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DEAR SIR, 

Necessity for brevity in a reply to Professor Irving 
Fisher’s letter, of which he has courteously sent me a 
copy, compels me to refer as a whole in answer to his 
point (I) to my still unchallenged analysis of bank 
deposits, which appeared in THE BANKER of February, 
1936, and to quote myself in your December, 1936, issue, 
‘The only possible correction to meet currency needs, 
failing sufficient compensation by means of velocity, 
would be vastly inflationary increases in legal tender.”’ 

(2) A change involving an addition of twelve times 
the present amount of “money in vault” held by 
Member Banks proposed in “100 per cent. Money’ 
(p. 57) must surely dispose of the contention that the 
plan ‘‘ would not add to .. . the currency volume.” 

(3) The value of the present clearing system lies 
largely in perpetual cancellation of self-liquidating claims, 
and would be impaired by their virtual abolition. 

Admission of a partial backing by Government 
bonds, valued at par, admits the possibility that a 
fiduciary issue would be less than covered if these fell to 
a discount. Upon this important point Professor Irving 
Fisher’s most recent article draws an inexact analogy 
with the Bank of England Issue Department. 

Finally, a currency whose volume must be sufficient 
to meet every possible demand for means of payment 
and yet will fluctuate according to political control, is an 
imperfect substitute for claims cancellation in the shape 
of cheque payments which expand and contract auto- 
matically in proportion as such means of payment are 
required according to the varying needs of the com- 
munity. 

Yours faithfully, 
August 4, 1937. A. BARBER. 











Obituary 


Sir Gervase Beckett 


We regret to record the death at the age of 71 of 
Sir Gervase Beckett, Bt., a Director of the Westminster 
Bank, and from 1906 to 1929 a member of the House 
of Commons. He was the father-in-law of Mr. Anthony 
Eden, Secretary of State for Foreign Affairs. 

Sir Gervase was born in 1866. He was educated at 
Eton where he was in Mr. G. E. Mandarin’s house. When 
he left school he took up the study of finance, and in due 
course became a partner in the family banking house of 
Beckett & Co., at Leeds. When the firm was incorporated 
with the Westminster Bank, Sir Gervase became a 
Director. In 1906 he entered the House of Commons as 
Unionist Member for Whitby where he continued to sit 
until 1918 when he was elected for Scarborough and 
Whitby. He held this seat until 1922 and in 1923 “he was 
returned for Leeds North, which he represented until his 
retirement from Parliamentary life in 1929. 

In earlier years he held a commission in the Yorkshire 
Hussars, Imperial Yeomanry, retiring with the rank of 
captain. He returned to service during the war and from 
1914 to 1916 was Assistant Military Secretary, Northern 
Command. In 1918 he was appointed Assistant Director 
of the War Trade Department and it was announced that 
he would represent the department in the House of 
Commons. He held that office until the next year. 

When Sir Gervase was given a baronetcy in 1921, the 
creation was that of Kirkdale Manor, Nawton, the name 
of his country seat in Yorkshire where he was a prominent 
and popular figure. 


M. Quesnay 


The tragic death of M. Quesnay, who was accidentally 
drowned near Poitiers on September 17, at the age of 
4I, removes one of the ablest of French bankers and 
economists. M. Quesnay played a prominent part in the 
history of post-War financial and economic relationships. 
He was a member of the Reparations Committee, and 
was Assistant Commissioner of Finance in Austria between 
1922 and 1925 and member of the Financial Secretariat 
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of the League. He joined the Bank of France in 1926, 
and in 1930 he was appointed General Manager of the 
Bank for International Settlements. 


Mr. Andrew Mellon 


Mr. Andrew Mellon, the United States banker and 
statesman, who died at Southampton, New York, on 
August 26, at the age of 82, was one of three sons of 
Mr. Thomas Mellon of Ulster descent, who built up a 
prosperous banking house in Pittsburg. In 1880 at the 
age of 25 Mr. Andrew Mellon became head of the banking 
house of Mellon & Sons, which later became the Mellon 
National Bank, and soon developed into a major power 
in United States financial and industrial circles. In 1921, 
when he was 66, he was asked by President Harding to 
become the Secretary to the Treasury. He remained in 
this position, which he occupied with conspicuous success, 
for a longer continuous period than any other holder 
in the history of the United States, and did not retire 
until he was appre Ambassador to the Court of 
St. James in 1932. His financial policy had two objects, 
namely, the a tion of the public debt, and the 
reduction of taxation. When he took office the amount 
of the public debt was $24,000 millions and when he 
retired it was only about $16,000 millions, having thus 
been reduced by about one-third. His taxation programme 
though effective was bitterly attacked as being favourable 
only to the rich, for it involved decreases of about 30 per 
cent. in the maximum surtaxes on incomes. President 
Hoover appointed him Ambassador to London in 1932, 
and he remained in this country for about a year. In 
addition to the important state offices which Mr. Mellon 
held, he had also been Chairman of the Federal Reserve 
Board, of the Farm Loan Board, and of the United 
States Section of the Pan-American High Commission. 
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Appointments and Retirements 
Bank of New South Wales 


Sir Bertram Hornsby has been appointed to a seat on 
the London Advisory Board of the Bank of New South 
Wales. Sir Bertram is Chairman of the Anglo-Inter- 
national Bank, Vice-Chairman of the Commercial Union 
Assurance Company, and a Director and member of the 
London Committee of the National Bank of Egypt. 


Bank of Nova Scotia 

The Bank of Nova Scotia announces that Mr. H. F. 
Paterson, the General Manager, and the Hon. W. D. Ross, 
former Lt.-Governor of Ontario, have been appointed 
Vice-Presidents of the Bank. 
Barclays Bank 

Major L. K. Jarvis, a Local Director of Barclays 
Bank Limited, at 54 Lombard Street, has retired from 
the service of the Bank. 


Barclays Bank (Canada) 


Lieutenant-Colonel Allan Angus Magee, D.S.O., K.C., 
of Montreal, has been appointed to succeed the late 
Sir Robert Borden as President of Barclays Bank (Canada). 
Mr. Magee has accepted the post on a temporary basis 
on account of his extensive legal practice. 


Lloyds Bank 


Mr. T. P. Beeston, Manager at Northampton, has 
been appointed to succeed Mr. E. A. Howcroft as Manager 
at Newark. Mr. Howcroft has retired after 43 years 
service with the Bank. 

Mr. Howcroft was born in 1872 and educated at 
Magnus Grammar School, Newark. His first banking 
appointment was in 1893 at Newark with Peacock, 
Willson & Co. He was transferred to Sleaford in 1900 
and became Manager at Newark in IgoI, remaining 
in this position when the bank was taken over by Lloyds 
Bank in 1912. Mr. Howcroft was a special constable 
during the war. He is Treasurer of Newark Hospital, 
Newark Farmers’ Union, Newark Boy Scouts, and 
Chairman of St. Leonards Church Finance. 
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Mr. A. Turner from Ryde has been appointed Manager 
at Weston-super-Mare on the retirement of Mr. R. 5. 
Jutsum after 46 years’ service. 

Mr. Jutsum was born in 1875 and educated at South 
Molton. He joined the bank of Fox, Fowler & Co. at 
South Molton in 1891, and was transferred to Bideford 
in 1893, Wellington in 1896, and Weston-super-Mare in 
1902. In 1919 he was appointed Manager at that branch. 
In 1921 Lloyds acquired Fox, Fowler & Co., and the two 
branches at Weston-super-Mare were merged in 1927 
when Mr. Jutsum was appointed Manager. Mr. Jutsum 
is Treasurer of the Somerset Automobile Club, and 
President of Weston-super-Mare Golf Club. 

Mr. A. E. Hocking, hitherto Assistant Manager, has 
been appointed Manager at Piccadilly, on the retirement 
of Mr. E. Norris Hall after 48 years’ service. Mr. L. F. 
Andrews, from St. James’s Street, S.W., has been 
appointed Assistant Manager. 

Mr. Hall was born in 1872 and educated at Elstow 
School, Bedford. His first banking appointment was in 
188g at Bristol with the Capital and Counties Bank. 
He was transferred to Threadneedle Street in 1893, and 
became Manager at Temple Bar in 1903. In 1921 after 
the amalgamation of the Capital and Counties Bank and 
Lloyds Bank, Mr. Hall was appointed Assistant Manager 
of the Temple Bar branch of Lloyds Bank, and became 
Manager of the Piccadilly branch in 1923. He is a 
member of the Institute of Bankers, and an Honorary 
Governor of Charing Cross Hospital. During the South 
African war Mr. Hall was a member of the “ Artists ”’ 
Corps, and during the Great War a member of Inns of 
Court Reserve Corps. 

Mr. R. B. Norman, M.C., from St. James’ Street, S.W., 
has been appointed manager at Aldwych, W.C., on the 
retirement of Mr. A. G. Mattey after 45 years’ service. 

Mr. Mattey was born in 1876 and educated at King 
Edward VI Grammar School, Bath, and University 
College, Bristol. He joined the Capital and Counties 
Bank in 1892 at Clare Street, Bristol, and was transferred 
to Birmingham in 1go1, and Norwich in 1903. In 1905 
he came to London and served at the Threadneedle 
Street branch, becoming Manager at Kingsway House 
in 1907. He retained this position on the amalgamation 
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with Lloyds Bank in 1918, and in 1928 was appointed 
Manager of the Aldwych Branch of Lloyds Bank. He is 
a certificated Associate of the Institute of Bankers, 
and has an LL.B.(London) Honours degree, and a 
B.A.(Bristol) degree. He is also a Barrister-at-Law of 
the Middle Temple. He served in the war from 1914 
to IgIg. 


Midland Bank 


The Midland Bank Limited announces that Mr. W. E. 
Jones, formerly a General Manager’s Assistant, has been 
appointed an Assistant General Manager. 

Mr. Jones entered the North and South Wales Bank 
in 1900 at the Pwllheli Branch. He was transferred to 
Bangor on the amalgamation of this Bank with the 
London City & Midland Bank in 1908. He served in 
the war from 1914 to Ig1g, and was Captain, 14th 
Battalion Royal Welsh Fusiliers. He went to France 
in 1915 and was wounded in 1916. After the war he 
served at various branches of the Midland Bank, and 
was appointed Branch Superintendent in 1922. He 
became General Manager’s Assistant in 1929. Mr. 
Jones is a member of the Council of the University 
College of North Wales and of the Court of Governors. 
He is also a member of the Court of Governors of the 
Welsh University and of the Appointments Board, and 
a member of King Edward VII Welsh National Memorial 
Association. 


North of Scotland Bank 

Mr. George A. Davidson, Agent at High Street Branch, 
Inverurie, has retired under the Bank’s pension scheme, 
after long and valued service. Mr. Robert H. Hamilton, 
Accountant at London office, succeeds Mr. Davidson in 
the Agency. 

Mr. Peter J. E. Taylor has been appointed to succeed 
Mr. Hamilton as Accountant at London office, and 
Mr. William R. Robertson takes Mr. Taylor’s place as 
Accountant at the West End Branch, London. 


Société Générale 
Mr. A. J. Blaikley, Manager of the London Office 
of the Société Générale, and a member of the London 
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Foreign Exchange Committee, has been nominated 
Chevalier de la Légion d’Honneur in recognition of his 
services in developing Anglo-French financial and com- 
mercial relations. 
Yokohama Specie Bank 

The announcement is made that, by the decree of the 
Japanese Ministry of Finance, Mr. Seigo Yamanouchi, 
a Director of the Bank of Japan, has been appointed a 
Vice-President of the Yokohama Specie Bank. 


Recent Developments in 
Palestine Banking 


By a Correspondent 


HE severe strain, to which the banking system in 
Palestine was exposed during the days of the 
Abyssinian panic in the autumn of 1935, had 
hardly relaxed when it was put to test again during six 
months of disturbances and general strike of one section 
of the population, causing considerable loss of life and 
property and dislocation in all economic activity. But 
this test was successfully passed. There was no run on 
the banks. Deposits, if anything, increased during these 
months, and, far from curtailing credits, the banks were 
helpful in maintaining the economic activity throughout 
the months of depression, which naturally followed upon 
the protracted strike. 

The process of consolidation in banking, which had 
set in after the Abyssinian panic, and which had become 
more pronounced after the enactment of the first instal- 
ment of the new banking legislation in March, 1936, and 
the appointment of an Examiner of Banks, has made 
considerable progress throughout the year. The super- 
vision exercised by the first holder of this office, Mr. F. G. 
Horwill of Westminster Bank, has been of a salutary 
influence on the trade. The Examiner, wisely preferring 
friendly persuasion to authoritative acts, has quickly 
succeeded in gaining the confidence and co-operation of 
the local banke ‘rs, and thus was able to bring about con- 
siderable improvements in the financial structure and 
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activities of the banks. For this reason it is to be 
regretted that the present Examiner, who was loaned to 
the Government of Palestine for two years, is shortly 
leaving the country. His successor, Mr. A. N. Paton, 
formerly of the Anglo-South American Bank, will take 
over his office shortly after the enactment of the final and 
decisive instalment of the new banking legislation, which 
has been published as a bill on June 24, 1937. 

This new Banking Bill follows to a certain degree the 
recommendations of the Banking Committee, 1933, by 
requiring from companies carrying on the business of 
bankers : 

A registered capital of £P. 50,000 of which £P. 25,000 
must be paid-up. Existing banks must, within nine 
months from the date of the publication of the Ordin- 
ance, increase their registered capital to £P. 25,o00 and 
the paid-up capital to £P. 10,000; and within two years 
to the prescribed minimum. Foreign banks must have a 
paid-up capital of £P. 100,000. The High Commissioner, 
however, is authorised to vary these requirements in 
respect of any company, when he considers it to be in 
the interest of the public to do so. 

Banks must publish their Balance Sheet in a daily 
newspaper and exhibit it at their premises throughout 
the year. 

Any company which carries on banking business has 
to pay an annual fee of £P. 100. 

Nobody who has been concerned in the management 
of a bank which has been wound up by a court, or has 
been sentenced to a term of imprisonment of one year 
or more, shall be connected with the management of a 
company carrying on banking business. 

The unauthorised use of the name of a bank, bankers, 
etc., is liable to prosecution. The High Commissioner 
may deprive any company of the right to use the name 
of bank or any of its derivatives, and to refrain from receiv- 
ing the public money withdrawable by cheque or order. 

The High Commissioner may appoint an Advisory 
Committee on Banking. A first committee has been 
appointed consisting of ten members representing the 
big (foreign) and medium size (local) banks and Govern- 
ment. 

Further Bills are anticipated to regulate the operations 
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of Building Savings Associations, Insurance Companies, 
etc., which in time will complete the legislation on 
Financial Institutions in Palestine. But as, since the 
publication of the Bill, the Report of the Royal Com- 
mission and Government’s decision upon the partition of 
the country has been published, the question arises as 
to whether the enactment of the present Bill had not 
better be left for the National Governments to be set 
up in the future. 

Meanwhile, a Bankers’ Association has been formed, 
at the instance of the Examiner of Banks, which all 
banks with a paid-up capital of at least £P. 10,000 were 
invited to join. The programme of this Association 
foresees the establishment of a clearing house, an 
Institute of Bankers, a Credit Information Service and 
other activities for the benefit of the trade. Some of the 
smaller banks thus excluded from the Association have, 
in anticipation of such adverse steps directed against 
them, applied at the beginning of this year for the 
registration of a Union of Palestine Banks, which, 
however, has not yet been carried out. 

Another interesting development, also in connection 
with banking legislation, is the forthcoming transforma- 
tion of some of the big co-operative credit societies, such 
as the Ashrai Bank and the Kupat-Am Bank into 
regular deposit banks. Also the Palestine Industrial 
Bank, hitherto a co-operative society of the Palestine 
Manufacturers’ Association, is undergoing this transforma- 
tion, in which it will be assisted by The Anglo-Palestine 
Bank, which will provide some of the required capital 
in the form of redeemable preference shares. 

During the period under review only one new bank 
has been registered, the Binjanei Bank, with a capital of 
£P. 35,000 as a subsidiary of the Kupat-Am Bank and the 
South-Africa Palestine Co., for the financing of a large 
building transaction. Much attention was given, late in 
1936, to the report on the proposed formation of The 
Pan-Arab Banking Corporation, Ltd., with a capital of 
£P. 250,000, under the patronage of Sir John Chancellor, 
a former High Commissioner for Palestine, and with 
participation of one of the leading British banks. But 
nothing more has been heard of this venture since. 

The growing importance of Palestine as a banking 
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centre is indicated by the fact that the newly established 
branch of Barclays Bank (D.C.O.) at Cyprus is subject 
to the management of the Jerusalem directorate of this 
bank, which only two years ago became independent of 
the Cairo office. 

A number of banks increased their share capital, 
among them the Palestine Corporation, which doubled 
its registered capital to £P. 800,000, the Workers’ Bank 
to {P. 150,000 and the National Labour Bank, though 
not yet operating, from £P. 25,000 to £P. 100,000. The 
paid-up capital of the local deposit-banks rose from 
£P. 1,489,000 on March 31, 1936, to £P.1,766,000 a 
year later. 

The credit banks also improved their financial position. 
The capital of the General Mortgage Bank rose to 
£P. 450,000, and that of the South-African Palestine 
(Binjan) Mortgage Company to £P. 100,000, while another 
early increase to £{P. 150,000 is anticipated. 

Several banks on register, but not operating, were 
struck off the register. In two cases proceedings were 
instituted by the Attorney-General for the winding-up 
of banks which did not comply with the requirements 
of the Company’s Ordinance, while a private bank, estab- 
lished by German immigrants in recent years, is going 
into voluntary liquidation. 

Altogether there are now 6 foreign and 68 local 
banks (not including 95 large and small co-operative 
institutions), operating in the country and submitting 
monthly returns to the Treasury. These returns supply 
interesting evidence on the actual situation in banking. 


Demand Time Total 
Deposits Deposits Deposits 
a. £P. £P. 

April, 1936 .. -- 13,700,744 3,458,759 17,159,503 
December, 1936 .. 13,027,350 3,958,107 16,985,457 
March, 1937 .. 13,257,245 4,106,838 17,364,083 
April, 1937 .. .. 13,080,483 4,242,478 17,322,961 
May, 1937 .. -. 12,994,000 4,330,000 17,324,000 


The practically unimpaired position of the banks is 
shown in these banking statistics. It was feared that 
the lack of attractive investments in the country and the 
booming markets abroad would lead to an emigration of 
capital to foreign markets. This fear, however, was not 
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justified, as a strong position is revealed by the banking 
figures which show that with due allowance for seasonal 
fluctuations, de posits with banks and credit co-opera- 
tives are, on the whole, on the increase. 

It is of interest to note that time deposits show an 
uninterrupted upward trend throughout the year, the 
increase being £P. 783,719, against a decrease of 
£P. 620,261 in the amount of demand deposits. 

During the same period the amount of currency in 
circulation has contracted from £P. 6,211,136 in April, 
1930, to £P. 5,626,134 in March, 1936, and to £P. 5,446,134 
in April, 1937. These figures, therefore, have now 
returned to, and have even sunk below, the level before 
the outbreak of the Abyssinian crisis (£P. 5,561,228 in 
July, 1935). The decrease of £P. 765,000 within a year, 
bears a certain resemblance to the simultaneous increase 
in time deposits and an inter-relation between these two 
figures suggests itself. The reaction of time deposits to 
cyclic al fluctuations strongly indicates their character as 
prospective investment capital, to which a fair amount 
of demand deposits must be added. 

In spite of the contraction of business activity, the 

volume of credit, issued by banks and co-operatives in 
the form of advances and against bills, has increased 
from {P. 12,234,305 in April, 1936, to £{P. 13,225,242 
in April, 1937, and £P. 13,548,000 in May, 1937, which 
indicates that the bankers have sufficient confidence in 
the situation to grant additional credit facilities to the 
trading public, and thus are prepared to help them to 
carry over the depression. 

In this connection the figures are of interest of the 
numbers of protested bills, which during the first four 
months of 1937 amounted to 2,461 as against 3,729 
within the same period in 1936. These figures bear out 
the statement of different bankers, that the bills on the 
whole are paid, though often with difficulty, and indicate 
a considerable stability of the credit market even under 
depressed conditions. 

An analysis of the loans outstanding as at March 31, 
1937, shows that, in comparison with the previous year, 
the number of customers and the total amount of loans 
have increased, but the average indebtedness decreased 
within this period. 
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; 31.3-37 31.3.30 
Number of customers aa 57,021 50,383 
Loans outstanding .. -. £P. 10,202,933 £P. 9,676,845 
Average Loan - en £P. 179 £P. 192 


More than three-quarters of the total number of 
customers, viz. 44,303 or 77°82 per cent. received loans 
up to £P. 100, and 9,058 or 15-go per cent., loans between 
£P. 100 and £P. 500. Only 3,493 clients or 6-13 per cent. 
were granted credits between {P. 501 and £P. 10,000, 
while the small number of 82 or 0-15 per cent. were 
indebted exceeding this amount. 

These figures demonstrate a weakness and an 
advantage of the Palestinian banking business: the 
great number of small accounts increases the cost of 
administration, and thus also the cost of credit. On the 
other hand, the small amount of the average credit 
protects the banks against big losses in case of failure of 
some of the clients. 

Not less interesting are the following figures, 
concerning the :— 

Distribution of Loans 
Per cent. Per cent. 





To: Public authorities and public utilities 2-23 2°4 
Agriculture .. i as .. 23°00 26-0 
Industry a - - a. 22°30 II‘9g 
Construction .. 3 a sx 6°O7 3°7 
Commerce i ‘a be io “25°72 22°3 
Miscellaneous .. rrr Sa vs Sacra 34°7 

I0o Ioo 





The Liquidity of the banks improved and is now 
maintained on a high level, ca. 36 per cent., while capital 
and reserves amount to over 12 per cent. of the total 
deposits of £P. 14,459,000. 

Deposits at the end of March, 1936, are held as to 
about 66 per cent. by the foreign banks (half of which 
by the Anglo-Palestine Bank), as to 19 per cent. by the 
local banks, 13 per cent. by the larger co-operatives 
operating under the Banking Ordinance, and 2 per cent. 
by other credit societies. There has since been a small 
improvement in this ratio in favour of the credit 
societies. 

Of the credits, at the same time, 45 per cent. were 
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granted by foreign banks (half by the Anglo-Palestine 
Bank), 31 per cent. by local banks, 20 per cent. by 
co-operative banks and 4 per cent. by co-operative 
societies. 

It is understandable that under the prevailing con- 
ditions the influx of capital has slowed down considerably. 
It decreased from about £P. 12/13,000,000 in 1935 to 
£P.7/8,000,000 in 1936, i.e. 40 per cent. less, and a 
further reduction must be anticipated for the present 
year. 

This decrease is partly due to the fact that, owing 
to the depressed conditions in the country and the 
lessened purchasing power, as well as to the difficulty in 
obtaining certain materials in Germany, the transfer of 
capital of prospective immigrants has slowed down 
considerably. During the last weeks of 1936, Poland 
likewise prohibited capital export, which has influenced 
immigration of capital from that country, which so far 
supplied the bulk of men and money. A transfer agree- 
ment with Poland was, however, concluded a few weeks 
ago. 

It is of interest to note that the total amount of 
money transferred through ‘‘ Haavarah,’”’ Ltd., from 
October, 1933, till March 31, 1937, amounted to 
RM. 56,000,000 (approximate value, £P. 2,800,000), while 
another RM. 90,000,000 are on register to be transferred. 
This result seems rather disappointing. 

A part of such transfer funds was used to place a 
number of issues of financial institutions. “ Nir,” for 
instance, an institute for long-term agricultural develop- 
ment credits, placed £{P. 78,000 of 4 per cent.debentures 
and £P. 69,000 of 5 per cent. preference shares in this 
way during last year. 

Other important local issues were £P. 320,000 of 
5 per cent. debentures of the General Mortgage Bank, 
£P. 40,000 of ordinary shares and £P. 80,000 of 6 per 
cent. debentures of ‘“ Bizur,’’ Ltd., an institute for 
financing public works, and other employment creating 
undertakings. The latter granted loans of a total amount 
of £{P. 170,000. 

About £P. 800,000 worth of mortgage credits were 
placed during 1936, the bulk, ie. £P. 440,000 by the 
General Mortgage Bank, £P. 75,000 by the South African 
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(Habinyan) Mortgage Co. £P.215,000 through 
‘“ Haavarah,” and the rest by insurance companies. 

The Agricultural Mortgage Company placed 
£P. 150,000 worth of long-term credits, while the Anglo- 
Palestine Bank issued £P. 25,000 in four-year credits for 
the promotion of vegetable-growing and a similar loan 
of £P. 40,000 for developing poultry-raising. The bank 
which for the last four years is successfully operating in 
the field of medium-term industrial credits, is thus 
entering also a similar field in agriculture. 

During the last few months, a company, ‘“ Kahak,”’ 
has been established under the auspices of J. Japhet & 
Co., Bankers, for the granting of instalment credits for 
purchases of clothing, furniture, etc. The Company 
issues cheques to its customers, who use them in their 
purchases at the associated shops. It seems, from the 
short experience, that the system is successful and, in 
time, can become an important factor in the field of 
consumers’ financing. 

The proposed partition of Palestine into three inde- 
pendent states makes it difficult at this juncture to 
foretell the probable developments in Palestinian banking 
in the near future. (The Treasury immediately after 
the publication of the Royal Commission’s Report, 
instructed the banks to indicate in their monthly returns 
the business done in the different “‘ States,’’ proposed by 
the Commission.) The present trends seem to predict 
a further and more rapid process of consolidation and 
gradual elimination of such smaller institutes, which 
will not be able to comply with the capital requirements 
of the new banking legislation. The political changes, 
however, may retard or indefinitely postpone such a 
development. Moreover, new institutions will possibly 
be required for managing new currencies, for clearing 
transactions between the new States, for the exchange 
of populations; new financial facilities for the develop- 
ment of the Arab State. These all are questions which 
will have to be settled before long, once partition will 
have been confirmed by the League of Nations and by 
the British Parliament. Whatever the final decision, the 
coming year will, no doubt, produce interesting develop- 
ments in the financial organisation of Palestine. 
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USSR State 7 
By M. A. Rotleider 
S' ATE loans in the USSR directly reflect the general 





economic and cultural development of the country. 

One of the outstanding features of Soviet national 
economy is the character of its development. The 
USSR is the only young country which is financing the 
development of its economy practically without recourse 
to external loans, basing itself exclusively on the internal 
resources of the country. This power, distinguishing the 
USSR from other countries, is a direct result of the 
specific nature of its system, which makes it possible, 
even without the supply of resources from abroad, to 
develop the country’s economy with remarkable speed. 
Loans are one of the ways in which the internal resources 
of the Soviet State are employed. 

In the development of the Soviet Union, State loans, 
have played a significant role. The following t table 
shows the number and amount of these loans issued 
during the past 14 years :— 


Returns No. of 
Loans (Millions bondholders 

of roubles) (millions) 
Ist Industrialisation loan o4 ie “s 200 — 
2nd a ee én ae iy 399 — 
3rd ’ ‘ sci 829 10 
The 5-Year Plan in Four Years loan «« 2,985 12 
3rd (Decisive) Year of 5-Year Plan .. .. 1,934 33 
4th (Final) Year of Ist 5-Year Plan .. -s* Io 40 
Ist Issue of 2nd 5-Year Plan Loan .. .. 3,076 over 40 
2nd _s,, oe - a - mF a» SAO a ae 
3rd > ® A gs * is -» 3,960 ae 
An 4 4,000 » 45 


For Strengthening the Defences of the USS SR 4,900 


The realisations from each succeeding loan were 
greater in amount than the one before, thus reflecting 
the increasing prosperity of the Soviet population. 
Excluding the first two loans, for which figures of the 
number of loan-holders are not available, the number of 
subscribers to the remainder increased with each issue. 
To-day the whole adult population of the USSK are 
subscribers to the various State loans, the number of 
bond-holders being more than fifty millions. 
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The very names of these loans indicate their character. 
They are all connected with the progress of State indus- 
trialisation of the country, that is, with the development 
of its economy; and they are complementary to the 
huge sums w hich the State regularly apportions out of 
the budget. In the budget itself their importance is not 
considerable, as they do not account for more than 
5°5 per cent. of the total turnover ; the composition of the 
budget clearly shows the nature of the utilisation of the 
loans. 

The 1936 budget was distributed as follows :— 











Millions Millions 
Income of roubles Outgoings of roubles 

Income from the National economy .. 37,000 
generaleconomy .. 71,100  Social-cultural measures 

Payments by the popu- in local budget .. 19,000 

lation ia a 6,100* Defence ies ~ 14,800 

Other income "ap 1,500 Other outgoings is 7,300 

Totals .. .. 78,700 Totals .. .. 78,700 


* This amount includes 4,000 million roubles representing sub- 
scriptions to loans. 


The main bulk of the budget resources is applied to 
the national economy and social-cultural purposes. At 
the same time the country’s defences are _ being 
strengthened. Loans are not used to cover a deficit in 
the budget for meeting the cost of State administration, 
for Soviet budgets are balanced. Instead they are used 
to raise the national economy. A considerable percentage 
of the loans goes to the local budgets, and is utilised for 
economic and cultural purposes. It is evident from this 
account that the Soviet Government is utilising the 
means of the population for productive purposes. 

The first loans were issued at decidedly high interest 
rates. Even in 1935 the interest on mass loans was still 
8 per cent. This was reflected in the rate of interest on 
credit, which in turn increased the cost of new capital 
construction and so raised overhead costs in industry 
and trade. By a decision of June 14, 1936, the Govern- 
ment lowered the bank interest rates, and the interest 
set on saving-bank deposits. In conformity with this, 
the Government put through a conversion operation to 
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bring all State loans on to a 4 per cent. basis. Even after 
these conversions, interest rates remained fairly high 
in comparison with the general world level. In this 
connection it must be borne in mind that loan interest is 
entirely free from taxation. 

The loans are divided into lottery loans carrying no 
interest; and those which bear interest. In the first, 
interest payments are replaced by prizes; in the second, 
the bond-holder gets his interest once a year. Before 
the conversion, the interest paid on loans formed a 
considerable proportion of the income of the population. 
Now it represents for the bond-holder an advantageous 
form of investment for his free funds. 

The 1936 conversion not only reduced the rate of 
interest payable, but at the same time lengthened the 
period of maturity. Former loans matured in ten years, 
but through the conversion they became long-term, 
maturing after a period of twenty years, and thus the 
State has obtained the uninterrupted use of considerable 
funds which would otherwise have had to be paid out 
on maturity of the loans. The conversion operation 
included the consolidation of all previous loans, for the 
convenience of the population and the State. Taking 
into account the requirements of the majority of sub- 
scribers, bonds are issued in different values. Thus, for 
example, the last loan (For Strengthening the Defences 
of the USSR) was issued in denominations of from 10 to 
100 roubles. The basic bond is one of 100 roubles, and 
the others are counted as parts of the basic bond. Interest 
and prizes are calculated on each bond in proportion 
to the part it represents of the basic bond. 

The popularity of the loans among the population is 
shown by the way the subscriptions flow in. Thus the 
Third Issue of the ‘‘ Second Five-Year Plan Loan” was 
over-subscribed by more than 500 million roubles. The 
subscriptions on the loan “‘ For Strengthening the Defences 
of the USSR” are coming in even more rapidly. It is 
likewise being over-subscribed. 

The loans of the Soviet Government are issued on the 
initiative of the population itself. They are usually 
connected with some great political event, and the loans 
indicate the attitude of the population to the event with 
which they are connected and to the government which 
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issues them. They are thus a test of public opinion as 
well as of the ability of the country to finance further 
development out of its own savings. 





American Banking 
By a Correspondent 


HE reduction of the rediscount rates of the Federal 
Reserve Banks in the latter part of August to 1 per 
cent. in the New York district and 1} per cent. 
elsewhere was upon its face a somewhat puzzling move. 
Not only was there at the time no appreciable demand 
for Federal Reserve credit and an existing schedule of 
open-market money rates below even the new level of 
central bank rates, but the previous policy of the Reserve 
System had been for about a year to restrict the forces 
making for easy money, with the avowed purpose of 
av erting possible inf flation. 

Nev rertheless the move was not illogical, given the cir- 
cumstances which existed. It was an effort to prepare in 
advance for anticipated developments this autumn which 
might have produced a sudden unwelcome tightening 
of interest rates, accompanied by a further fall in gilt- 
edged securities. The policy is not to be construed as an 
effort to cheapen money further, but rather as an attempt 
to cushion an expected firming ‘of the money market. 

It was based upon the expectation of two Gevelnp- 
ments this autumn which, if they materialise, will strongly 
effect the supply and cost of bank credit. The first is the 
seasonal expansion of money in circulation, which may 
amount to $500 millions between the latter part of 
August and Christmas; the second an anticipated larger 
demand for loans on the part of business and agriculture 
than has been seen at any time since the recovery began. 

The excess reserves of member banks of the Federal 
Reserve System had been reduced as a result of the 
successive increases in the proportion of required reserves 
ordered by the Board of Governors of the Reserve System 
to about $750 millions in August, compared with over 
$3,000 millions a year before. The seasonal expansion 
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of the note circulation might be expected to reduce this 
excess to $250 millions, in which case a good many banks 
would find themselves short of reserves and would be 
compelled, either to borrow from the Reserve Banks, or 
to liquidate some of their assets. The expectation of 
larger credit demands this autumn, at a time when banks 
may be pressed for reserves, was based largely upon the 
existence of bumper crops throughout the country. It 
was expected that farmers would have to borrow to 
finance the additional labour they will need to get in 
the crops and that many of them will want to borrow 
to finance the holding of these crops for orderly marketing. 

Up to now an expanding demand for loans has been 
met by liquidation of bank holdings of government 
securities, but the conditions which seemed likely to 
arise this autumn were such that a continued attempt on 
the part of banks to liquidate government securities in 
order to make loans might have seriously upset the 
government bond market. The plan of the Federal 
Reserve authorities was to make the _ rediscounting 
facilities of the Reserve Banks sufficiently attractive 
so that banks would find it more advantageous to borrow 
than to sacrifice their holdings of government securities 
on a falling market. 

This programme was not inconsistent with some 
firming up of interest rates; indeed, a moderate hardening 
of the money market is essential to the success of the 
plan. Nor was it at variance with the Reserve System's 
policy of attempting to regain control of credit. If once 
the Reserve System can accumulate to a substantial 
amount of member bank rediscounts, it will be in a 
position to influence credit by changes in the bank rate, 
instead of having to rely entirely upon the much more 
clumsy methods of changes in reserve requirements or 
open-market operations. 

The immediate effects of the new policy were not 
to check the sale of ‘“‘ governments’”’ by the banks, but, 
if anything, to accelerate that trend. There was a rather 
wide-spread disposition among be inkers to quarrel with 
the move as another “ artificial’’ effort to cheapen 
money and bolster up the government bond market, 
and to suspect that the Federal Reserve authorities 
wanted the banks to discount at 1 or 13 per cent. 
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while they still carried short-term government securities 
yielding less than those rates. It seems likely, however, 
that if events develop as the Federal Reserve Board 
anticipates, this attitude will change. The new bank 
rates will not become effective unless and until there 
is some hardening of outside money rates, but if that 
occurs the banks are likely to find the lower rediscount 
rates very handy. 

The continued rise of business loans and simultaneous 
decline in investments is indicated in the following 
table, giving the position of reporting member banks 
of the Federal Reserve System in ror leading cities of 
the country as of September 1, compared with a month 
and a year ago: 


(In millions of dollars) Increase or Decrease 
since 
Sept. 1, July 28, Sept. 2 
1937 1937 1936 
Demand deposits adjusted .. ». 14,924 109 t+ 57 
Deposits of foreign banks .. ae 585 - 16 +178 
Total loans and investments ss 22,370 1. 36 56 
Commercial, industrial and — 
tural loans .. 4,038 1-213 * 
Loans to brokers and dealers i in secu- 
rities ea 1,392 + 29 +- 229 
U.S. Government’s direct and indirect 9,323 148 —1,176 
Other securities re ne ‘a 2,969 =— 50 ~ 341 
Reserves Soa ; st fi 5,186 - 45 +104 


. C omparison not available. 


The sharp decline in the stock market early in 
September was the product of an accumulation of tech- 
nical and psychological factors, precipitated by a sudden 
access of fear over the prospects of war abroad created 
by the Far Eastern and Mediterranean crises. European 
selling, while a factor in the movement, was of less 
weight than domestic liquidation. In the judgment of 
most of the high banking executives in Wall Street the 
decline ran considerably beyond what appeared to be 
warranted by the domestic business outlook. Autumn 
trade was still expected, in the first week of September, 
to be fairly good, and corporation earnings for the entire 
year were expected to make the best showing of the 
recovery movement. 

The stock market had, however, become extremely 
thin owing to the cumulative effects of government 
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measures to suppress speculation and was therefore 
susceptible to wide fluctuations on fairly small sales. 
This illiquid condition had been stressed by Mr. Charles 
R. Gay, the President of the Stock Exchange, in a 
recent address and had been further emphasised by 
a few Wall Street bankers who sought thereby to justify 
a concerted move by the banks to increase the call money 
rate. The gradual exclusion of public speculation and 
professional market manipulation by reason of the regula- 
tions of the Securities and Exchange Commission, the 
provisions of the law creating that commission and the 
fixing of margin requirements of 55 per cent. of market 
price by the Federal Reserve Board, had helped to 
create technical weakness in the stock market. This 
weakness was accentuated by the obstacles placed in the 
way of very wealthy individuals who would ordinarily 
be large buyers of stocks in periods of weakness. These 
obstacles include the high margin requirements, the law 
forbidding company directors to take speculative profits 
in their own shares, the publicity given by the S.E.C. 
to changes in holdings of directors or large shareholders 
and the heavy capital gains taxes which ‘sharply reduce 
the profits of speculation without in any way lessening 
its hazards. 

To these and other technical weaknesses in the market 
there was added the great uncertainty as to what would 
be the effects upon the huge European investments in 
the United States in the event of a war abroad or even 
a continued aggravation of the existing state of un- 
declared war. Still another factor contributing to the 
decline was the mood of black pessimism which had 
been growing upon Wall Street throughout the dog 
days of August. Wall Street is in no degree reconciled 
to the changes that have been imposed upon it by the 
New Deal. It has made little effort to accommodate 
itself to these changes, but instead nourishes a resent- 
ment and fear which finds expression in a quite general 
refusal to recognise what gains have been made in the 
economic position of the country as a whole. 

Under existing conditions Wall Street is overstaffed. 
There are too many brokers to make a living out of the 
existing volume of security transactions, too many 
clerks, security salesmen and so on down the line. As 
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a result there have been wholesale dismissals and, in the 
midst of a considerable revival of prosperity in general 
industry and trade, the financial community has been in 
a depression. Still firmly convinced, as it is, that the 
prosperity of the country is inextricably linked to the 
prosperity of Wall Street, the financial community 
cannot concede the existence of a recovery that precludes 
easy speculative profits. 





French Banking 
By M. Mitzakis 


HE month of August, 1937, was a period of economic 
and political respite for France. Although it was 


not too profound it did not foreshadow such a 
brutal monetary storm as was witnessed in September. 
Thanks to the sound budgetary policy which the 
Chautemps-Bonnet Cabinet succeeded in enforcing from 
July onwards by reducing Government expenditure materi- 
ally and adopting new fiscal charges, thereby reducing in 
theory the deficit to be covered by loans from Frs. 
47 milliards to Frs. 24 milliards for 1938, it appeared 
justifiable to expect that the respite would be a prolonged 
one, all the more so since the International Exhibition 
yielded considerable amounts of foreign exchange, and 
amidst the relatively calm atmosphere the country was 
resuming its normal activities. It is true that the 
coming cantonal elections in October constituted a 
potential danger, and the international situation remained 
disquieting, but there was an increased activity in many 
branches of credit and the output increased distinctly. 

In the money market the export of capital continued, 
and was not altogether off-set by large repatriations. 
Still money rates continued to decline more or less con- 
tinuously under the influence of a larger volume of funds. 

On September 3 the Bank of “France decided to 
reduce its rediscount rate from 4 to 3} per cent. and its 
rate for advances on securities from 5 to 4$ per cent., 
thereby indicating the Covmneet’s, determination to 
apply its policy of cheap money. This was the sixth 
change of the bank rate during 1937, and 3} per cent. 
was the lowest rate during the ‘current year, the highest 
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being © per cent., the level to which it was raised on 
June 14. Nevertheless, this laudable effort of the 
authorities seemed somewhat artificial and premature. 
For the second time within a month the Central Bank 
took the initiative for the reduction of money rates, 
contrary to the classical principles. The market rates 
adjusted themselves immediately to the lower bank pate. 
A few days after the reduction of the latter to 33 per 
cent. the market rate of discount declined to 33 per 
cent., day-to-day money rates to 3} per cent. and rates 
on loans on Bons de la Défense Nationale to 34% per cent. 
tor one month and 33 per cent. for three months. 

End of Endof_ End of 


June, July, Aug. 
% Me /o 
Banque de France rediscount rate i 6 5 4 
Market rate of discount .. - ei 6} 5} 48 
Day-to-day money ag re 6 4 3% 
Loans on Bons de la Dé fense Nationale :— 
Market rate for one month .. ie 5? 428 35 
Market rate for 3 months ie sie 5? 5 4 
Rates on loans on securities :— 
On the Parquet - ida is 84 5} 44 
On the Coulisse $A pia hs 124 g 8+ 


Amidst this apparently calm atmosphere the sudden 
break of the franc surprised even professional market 
operators, who believed that the attack on the franc 
would not take place until October as a consequence of 
political developments. The fall of the franc, as is shown 
by the following table, is all the more disquieting since 
it amounted to 13 points against sterling within five 
days, equivalent to about Io per cent. 


Rates in Lowest Highest 
January, 1936 .. 7 <i - 74°43 75°09 
October, 1936 .. - ov id 104°72 105°82 
January, 1937 .. ‘ ee ee 105*09 10515 
May, 1937 ss i is a 109°75 110°8o0 
June, 1937 re - si vr II0°55 I10-go 
July, 1937 “a hia sa iy 127°99 133°75 
August, 1937... ¥a = ara 132°76 132°92 
September, 1937* “i ai ~.  4232°82 146-627 


* From age verted I to 34. 
+ After the closing of the official market. 


The causes of this sharp fall were manifold. In the 
first instance it was due to the international political 
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situation, aggravated by the attacks on ships in the 
Mediterranean and by developments in China. There 
was also a setback on the bourse and a widening of the 
discount on forward francs. The tension caused by these 
factors was accentuated by the difficulties attending the 
consolidation of the Irs. 5 milliards of 43 per cent. 
notes of 1934, and by fresh Government borrowing from 
the Bank of France, which had a bad _ psychological 
CLICCE. 

End of End of End ot 


june July Aug. 
ASSETS. (Millions of francs) 

Gold Reserve a sha 48,859 55,677 55.717 
Foreign Exchange reserve (total) ee 957 934 Sab 

Sight - oe ots 54 ba 17 14 15 

Time 2° os os eo ao Q70 Q20 OSI 
Discounts (total) .. ick ‘ ce 10,956 10,530 $,156 
Advances on bullion zo = ; 1,099 1,099 1,099 
Advances on securities .. a ae 4,405 4,465 3,945 
Advances up to 30 days .. = in 1,378 959_—si, 142 
Bonds of the Caisse Autonome .. 5,042 5,641 5,637 
Provisional advances to the State— 

(a) Regularisation of previous advances 12,166 12,127 12,118 
(b) New advances as i ed 10,000 10,000 10,00 
New advances, 1937 - oe ea 1,760 = 3,900 

LIABILITIES. 
Note circulation .. - si 88,686 89,307 90,001 
Current and deposit accounts (total) .. 14,117 18,375 17,119 
of which— 
Treasury aia ; ‘i 54 6 380 rate) 
Caisse Autonome a re 2,082 2,083 2,185 
Private Accounts ws a ea II,g2I 15,070 14,720 
Total of sight liabilities .. ae i 102,504 107,053 107,121 
Percentage of gold cover = i 47°53% 51°70% 52°01% 


As is shown by the comparative table of balance 
sheets above, the advances authorised by the agree- 
ment of June 30, 1937, increased by Frs. 800 millions 
between August 26 and September 2. According to 
the Bank return published on September 9 the total 
of Treasury advances under that Convention have 
already reached Frs. 3,900 millions, in addition to the 
Frs. 22 milliards of advances concluded by the Blum- 
Auriol Government. Considering that it was only two 
months ago that the gold reserve was revalued once more, 
this resumption of borrowing from the Central Bank 
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could not but be regarded with pessimism, especially as 
it indicated that the Treasury lacked liquid resources 
during a period when receipts are usually favourable. 
\n additional unfavourable sign was the increase of the 
note circulation to beyond Frs. go milliards. Lastly, 
the uneasiness was increased by the instances of terrorist 
ictivity in Paris. 

In spite of the measures taken for the restoration of 
‘onfidence, it was necessary for the Government and the 
Stabilisation Fund to support the exchange from Sep- 
tember 10 onwards After an attempt to keep the rate 
it 133, the Stabilisation Fund had to allow it to depreciate 
to 140 francs. There was a second onslaught after a 
temporary recovery to 139 francs, and the rate had to 
be allowed to d preciate to 146. It is as yet impossible 
to foresee whether the reserves will be sufficient to resist 
ressure even at that level. Speculation on the part of 
rench nationals is, according to well-informed market 
xperts, C¢ mparatively limited, since the leading Paris 
yanks do not in any way encourage it by the granting 
f additional credits. On the other hand, a substantial 
new outflow of capital has been noticed, in addition to 
the seasonal autumn demand for foreign exchange. 
[International speculation showed an increase of activity 
under the lead of bears well informed about the present 
difficulties and acting on the assumption that once more 
the tendency will be in their favour. The question is 
whether the co-operation between British and French 
authorities within the framework of the Tripartite 
\greement would be able to bring about an early reversal 
of this tendency and stop the movement, which is highly 
detrimental not only to France but also to the inter- 
national stability of the exchanges. The prospective 
repayment of the credit granted by London banks in 
February last is causing much uncertainty which should 
be dispelled as soon as possible to avoid further depre- 
ciation. 

Although the French monetary situation at present 
pears very gloomy, it is always possible that a 
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favourable reaction, facilitated technical ly by the large 
and growing bear position, may take place. It is also 
necessary to emphasise the constructive efforts of the 
Chautemps Government and of its Finance Minister. In 
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my last article I dealt with the creation of a fund for the 
support of rentes, possessing resources of some F'rs. 
7 millions obtained from the revaluation of the gold 
reserve. It was thanks to this new institution that it 
was possible to limit the fall of the rentes during the last 
weeks, when the slump of the franc would otherwise 
have entailed a panic in the market of Govenment loans. 
The restoration of the cut of Io per cent. on Government 
loans was also a favourable factor. 

The last batch of decrees issued at the end of August 
before the exceptional financial powers granted to the 
Government had expired contained important measures 
concerning the reorganisation of the railway system. 
Fears were entertained that the reorganisation might be 
combined with nationalisation. Fortunately an inter- 
mediate solution was adopted and the Societé Nationale 
des Chemins de Fer, which has been created through the 
amalgamation of railway companies and state railways, 
will be under joint public and private control. The 
railway systems will contribute all their assets to the 
new company with the exception of their private posses- 
sions such as houses and landed property, which will 
remain under the ownership of the shareholders. In 
1983 the assets will become the property of the State. 
The companies will receive from the new company 
annuities corresponding to the statutory dividend, and 
interest on their capital. The Government will control 
51 per cent. of the capital of the new company, and the 
existing companies will have 49 per cent., representing a 
nominal amount of Frs. 695 millions. These shares will 
be blocked until 1955. The Board will consist of 
33 members, of which 12 will represent the companies, 
4 will be elected by the staff, and the remainder will 
represent various public interests and will include the 
Deputy Prime Minister, the Governor of the Bank of 
France and the Director of the Caisse de Dépéts et de 
Consignations. 

Apart from the creation of this company, which 
deserves special attention, the decrees issued at the end 
of August dealt with the insurance system, credits to the 
Government, the financial control of shipping companies, 
etc. By various other measures the Government en- 
deavoured to assist trade, check rising prices and assist 

R** 











54 THE BANKER 


the financing of important development works through 
the intermediary of the Crédit Nationale. These measures 
should normally prove beneficial, if only the present 
monetary crisis can be overcome quickly. 


German Banking 


By a Correspondent 


ETWEEN August 25 and September 9, a new 
Government loan, the third this year, was issued. 


Its terms were identical with the previous loans, 
44 per cent. interest and an issue price of 98} per cent. 
redeemable in 12 years. The amount of the issue was 
fixed at Rm. 700 millions, of which Rm. 100 millions were 
taken firm in advance. As on previous occasions, this 
amount was heavily oversubscribed to the extent of 
Rm. 150 millions. Once more the total of applications, 
amounting to Rm. 850 millions, were allotted in full. 
The amount of the issue has been increased on the 
occasion of each issue. This is all the more noteworthy 
as repayments on earlier issues have been very small. 
Moreover the embargo on issuing activity has been 
somewhat relaxed during the year. The new issue 
increases the total amount of consolidations this year 
to Rm. 2,580 millions, while the total consolidated has 
increased to Rm. 6,850 millions. 

Payments on the new loan are believed to have been 
made on the present occasion ahead of the date on which 
they were due, bringing about a contraction of the out- 
standing amount of promissory notes of the Gold Dis- 
count Bank. The tighter money conditions brought 
about by the loan were only provisional. They were 
accentuated by the taxation payments during the first 
ten days of September. The Reichsbank return was 
affected by this factor, and the increasing trade activity 
necessitated larger lending by the Central Institution at 
the end of the month. The increase in the Reichsbank’s 
loans at the end of July amounted to Rm. 696 millions 
against Rm. 544 millions in 1936. Of this amount, 
g6 per cent. was repaid by August 23, against 87 per cent. 
in 1936. At the end of August the outstanding loans 
increased by Rm. 638 millions, against Rm. 522 millions 
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a year ago. During the first week of September, 35 per 
cent. of this was repaid, against 41 per cent. during the 
corresponding period of 1936. This was largely due to 
the taxation payments, estimated at over Rm. 600 
millions. 

The amount of the monetary circulation totalled 
Rm. 7,097 millions at the end of August, against 
7,106 millions at the end of July. The increase against 
the corresponding date of 1936 was Rm. 570 millions, 
compared with an increase of Rm. 658 millions at the 
end of July. Although the payments on the new Reich 
loan did not affect the Reichsbank, they resulted in a 
sharp contraction of the outstanding promissory notes 
of the Gold Discount Bank. This amount declined by 
the end of August to Rm. 622 millions against Rm. 906 
millions at the end of July, Rm. 993 millions at the end 
of June, and the maximum amount of Rm. 1,350 millions 
at the end of April. On the assets side there was a corre- 
sponding contraction of bill holdings of the Gold Discount 
Bank from Rm. 1,667 millions to Rm. 1,371 millions. 
The Conversion Office for German external debts shows, 
after the earlier increase, a slight contraction of its 
liabilities for the end of August, to Rm. 603-4 millions, 
against 609°8 millions at the end of July. 

The leading Berlin banks showed in June and July 
a decline of outside reserves in contrast to the rising 
tendency which began in August, 1936. In June, outside 
reserves declined by Rm. 31 millions and in July by 
Rm.8r1millions. The decline of ‘‘ Sundry Creditors,” includ- 
ing ‘Customers’ Deposits’’ proper, was Rm. 4o millions and 
for June and July Rm. 60 millions respectively. Savings 
deposits, on the other hand, increased. Presumably 
this development was partly due to the after-effect of 
the previous Reich loan, as the security holdings of the 
banks declined at the same time. In addition, an increase 
of financing and investment activity must have played a 
certain part. In the case of some banks this activity 
also affected the amount of outstanding loans to cus- 
tomers, even though the total of these loans declined. 
The tendency towards increased credit requirements 
manifested itself to a greater extent at the provincial 
banks. The increase of deposits at the savings banks 
continued. These institutions use their additional funds 
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to meet the increasing credit requirements of small firms, 
and also to grant mortgage loans. Part of the surplus 
is invested in Government loans. 





Latin America 
By a Correspondent 


HE recent extraordinary activity in the Argentine 

export trade is now rapidly contracting, owing 

to seasonal causes. Nevertheless, the aggregate 
export figures for the first seven months of the year 
reached the extraordinarily high total of 1,565 million 
paper pesos, compared with only 844 millions in the 
corresponding period of 1930. Imports this year rose to 
818 million pesos, against 63 2 millions 1 in 193 6, so that the 
export surplus as at July a, 193 , Was as high as 
740,324,077 pane compared with 2 12, 101,748 pesos at 
the same date last year. 

It is to be noted, however, that the favourable 
balance as at July 31 last was — larger than that of 
739,901,058 pesos recorded a: June 30, 193 37. This 
is due to the fact that por am July the value of imports 
showed a considerable increase, to 149,536,007 pesos from 
122,235,407 pesos in the previous month, and was, in 
fact, the highest monthly figure registered since April, 
1930 With exports in july amounting in value to 
155,708,250 pesos, the resultant favourable balance for 
the month was only 6,172,183 pesos—the lowest since 
November, 1930—compared with 31,689,326 pesos in 
June, while it may be recalled that the corresponding 
figures for January, February and March of this year 
were no less than 176,154,414 pesos, 184,946,019 pesos 
and 169,173,019 pesos, respectively. 

The official returns of Argentine foreign trade by 
countries for the first seven months of this year indicate 
that the United Kingdom retained its position as the 
principal source of Argentine imports; based upon 
‘taritt’’ values, es therefrom in July, at 
27,782,000 pesos, compared favourably with the monthly 
average Of 21,950,000 pesos for the first half of the year, 

while aggregate purchases for the seven months were 
159,120,756 pesos in comparison with 142,168,897 pesos 
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in January-July, 1936. Nevertheless, owing to the 
expansion in total imports this year, the proportion of 
purché ses from the United Kingdom was reduced to 
19°8 per cent. of the total, from 21-9 per cent. last year. 
On the other hand, while imports from the United States 
advanced to 130,875,043 pesos from 94,2 259,327 pesos, 
the relative proportion also rose to 16-3 from 14°5 per 
cent. 

Although the final figures of the destination of Argen- 
tine exports will not be available until the “ for orders ”’ 
items have been allocated to the various destinations, 
the figures so far available indicate that one of the 
feature s of the export trade this year is the expansion in 
shipments to Italy which, in the seven months, were 
provisionally valued at 120,417,623 pesos against only 
20,492,530 pesos last year, so that that country now 
occupies third place amongst Argentina’s customers 
against eighth last year. Gahhatentint expansion was also 
shown in shipments to the United States, these having 
reached the value of 205,060,702 pesos compared with 
84,939,998 pesos. The leading place is, however, still 
held by the United Kingdom, whose purchases of Argen- 
tine goods amounted to. 387,025,774 pesos in comparison 
with 289,250,845 pesos. 

Argentine foreign trade is conducted on a basis of 
reciprocity, which finds practical expression in the 
cession of import permits for goods from countries with 
which Argentina has a “ favourable” trade balance, 
whereby such imports are paid for at the official rate of 
exchange instead of at the less favourable ‘“ unofficial ” 
rate. Under the recent Italo-Argentine Trade Agreement, 
Italian imports now obtain payment at the official rate, 
which largely accounts for the expansion in trade with 
Italy. It is also believed that Japan is pressing for 
a similar concession, whilst the United States are making 
repeated representations for the removal of the exchange 
surcharge of 20 per cent. on many of her goods imported 
into the Argentine, particularly in view of the large and 
growing favourable balance of trade which Argentina 
records against the United States. 

Owing t to the recent decline in Argentina’s export trade, 
it is thought that the Republic will, as a matter of 
precaution, abstain from reducing further either the 
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official buying or selling rates of exchange in the near 
future. This view is “strengthened by “the fact that 
expanding imports should automatically absorb a great 
part of the present exchange surplus. Nevertheless, 
indicative of the increased ease in the Argentine exchange 
position is the fact that official exchange will now be 
granted to pay British income tax due prior to May I, 
1933, as Well as debenture amortisation in arrears under 
contracts made before that date, and also for the 
liquidation of bank overdraits. 

The first meeting of the Devisen Committee was held 
in Buenos Aires on August 13, but this does not denote 
any new plan with regard to exchange control. At the 
time Ww hen the new Central Bank Law was adopted in 
1935, sundry other co-related laws were also passed 
so as to reform the whole economic structure. Included 
amongst these measures was the “‘ Law of Organisation,” 
which set forth the many steps to be taken under the 
whole scheme, which necessarily would be adopted only 
gradually as circumstances permitted. The appointment 
of the Currency Committee now announced is almost 
the last step adumbrated by the Law of Organisation 
and the general purpose of the Committee is to see that 
the exchange control operates equitably and to the best 
advantage of all concerned. Thus, the Committee is 
representative of importers and industry, as well as of 
the Government, the Central Bank and the Stock Ex- 
change. More precisely, the Committee will propose to 
the Ministry of Finance the rules for the granting and 
application of advance exchange permits, and see that 
the relative regulations of the Ministry of Finance are 
duly carried out, and will also inquire into any com- 
plaints submitted by importers to the Exchange Control 
and advise the Ministry of Finance as to the best action 
to be taken. 

A Decree of the Argentine Ministry of Finance was 
issued on August 23 providing that 1 920,000 troy 
ounces of gold \s valued at approximately 200,000,000 
pesos or £13,333,000 sterling), now deposited with the 
Bank of England, be withdrawn and repatriated to 
Argentina, the operation to be carried out by the Central 
Bank as financial agents to the Government. This stock 
in London forms part of the Foreign Currencies Fund, 
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and is stated to have accumulated from the following 
sources :—(a) Profits obtained under the present exchange 
control system—including proceeds of the 20 per cent. 
tax upon imports made without a prior permit; (0) 
“Roca” and similar loans for the release of ‘‘ frozen ”’ 
exchange; (c) Argentina’s large favourable balance of 
trade during recent months. The total amount of the 
Foreign Currencies Fund is not disclosed, but it is known 
that the Fund was drawn upon for the purpose of 
redeeming external debts in the United States during the 
earlier months of this year, and the present Decree 
indicates that an aggregate sum of 500,000,000 pesos 
has been earmarked for external debt repatriation. 

The introduction to the Decree states that it is 
deemed convenient to bring back to Argentina gold 
deposited abroad, although leaving there a prudent reserve 
against any possible future adverse balance of payments, 
and to be available also for future operations of the 
Government. Furthermore, in an explanatory statement, 
the Minister of Finance said that this repatriation of gold 
did not imply a further increase in the currency circula- 
tion. The Minister also indicated that, owing to the 
recent external debt repatriations, the Government con- 
sidered that it was now unnecessary to maintain abroad 
large stocks of gold and foreign currencies. 

In a recent statement by the Argentine Finance 
Minister, it was claimed that the banking reform measures 
had been carried out over the past year or two in a very 
complete and efficacious manner by means of the 
Instituto Movilisador de Inversiones Bancarias (Institute 
for Mobilising Bank Assets). Certainly, the position of 
the Central Bank continues very strong, and, at July 31, 
1937, the ratio of total gold and foreign exchange to 
notes in circulation and sight liabilities combined was 
go-18 per cent. Reports from the various mortgage 
banks also indicate that both country and town mortgage 
debts are now being cleared off at a rapid rate. 

Latest Brazilian trade statistics bring the position 
up to end-June last, and indicate a considerable expan- 
sion in exports during that month. The favourable 
balance of trade for the half-year ended June 30 was 
greater, in terms of both Brazilian currency and gold fs, 
than at the end of June, 1936, whereas the accumulated 














60 THE BANKER 






export surplus at the end of each previous month this 
year had been less than at the corresponding date in 
1936. A comparison of the gold figures for the first half 
of this year with those for the preceding two years is 
given in the following table :— 


Export 
Imports Exports Surplus 
£ £ £ 
(gold) (gold) (gold) 
January-June, 1937 .. 18,322,000 21,661,000 4,449,000 
do. 1930 .. 13,971,000 17,084,000 3,113,000 
do. 1935 13,008,000 16,052,000 3,044,000 


The extent of Brazil’ s favourable balance is naturally 
of considerable importance, in view of the current dis- 
cussions for the possible revision of the foreign debt 
service. Doubtless any scheme in this respect will be 
linked up with the financial reforms which have recently 
been mooted in Brazil, notably the proposed creation 
of a Central Reserve Bank. Reports emanating from 
American sources in July indicated that arrangements 
had been made whereby facilities would be granted to 
the Brazilian Government to enable them to purchase 
gold from the United States to the extent of USS. 
$60,000,000 at such times and in such amounts as might 
be convenient. Presumably, the gold would be earmarked 
for Brazil, but would remain in the United States and so 
serve as an Exchange Stabilisation Fund for use if the 
necessity arose. At the time of writing, there are no 
definite details as to these proposed gold credits, or of 
the foreign debt arrangements, but it is understood that 
the Brazilian Minister of Finance has outlined in Brazil 
his project for the creation of the new Central Bank. 
This Institution would have the sole right to issue paper 
money, would control internal credit through the Re- 
discount Department, and would dispose of suitable 
reserve funds. In this connection, it is noteworthy that 
the Brazilian Treasury has recently been accumulating 
fairly large stocks of gold, mainly by purchases from 
national mines. 

Despite increase in exports of cotton and other 
products, however, the parlous state of the coffee in- 
dustry must remain the crux of the Brazilian situation. 
Vacillating official policy in Brazil has undermined 
confidence in world coffee markets, and exports of coffee 
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from Brazil have recently declined heavily month by 
month. It is now generally agreed that there is little 
possibility of re viving Brazil’s coffee export trade unless 
prices are lowered by the reduction or elimination of 
part of the taxes and dues now collected. 

Banking statistics for the whole of Brazil as at 
March 31, 1937, showed that the aggregate capital of 
the national banks was 939,587 contos and that of the 
foreign banks, 154,233 contos. Total deposits of the 
national banks aggregated 6,423,142 contos, and those 
of the foreign banks, 1,644,382 contos. During the year 
ended March last, loans made by the national banks 
declined by 29,332 contos, to 6,172,050 contos, whereas 
those made by foreign banks increased by nearly 50,000 
contos, to 1,444,650 contos. With reference therefore to 
the proposals to nationalise banking in Brazil, leadin 
Press articles in Rio de Janeiro suggest that the public 
should not be misled by the figures in respect of the 
capital of foreign banks operating in Brazil. It is 
obvious—continues_ the comment—that depositors in 
general have confidence in the foreign banks, notwith- 
standing their relatively small capital compared with 
that of national banks. 

Chile also is benefiting from the better world demand 
and higher prices for mineral products, particularly 
copper, and exports of copper bars during the first six 
months of this year were nearly double in volume those 
of the same period of 1936, at over 200,000 metric tons. 
With increased exports also of nitrate, agricultural and 
pastoral products, Chile’s aggregate exports for the 
first six months of this year were worth nearly 568,000,000 
pesos (of 6d. gold) compared with only 297,000,000 
pesos in the same period of 1936, and the recorded 
export surplus as at end-June last was nearly 377,000,000 
pesos against only 126,000,000 pesos at the same date 
in 1936. This balance, however, is more apparent than 
real owing to the fact that only costs of production of the 
chief mineral exports are re turned to Chile, whilst trade 
with most countries—except the United States and Great 
Britain—is on a compensation basis, whereby the pro- 
ceeds of exports are used to bring in imports up to the 
same value. Nevertheless, the % export’ rate of ex- 
ante actual trading rate—was reduced unex- 
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pectedly in mid-August to 25 pesos per U.S. dollar 
after having ruled at 26 pesos for many months previously. 
As a result, expressed in sterling, the peso is now dearer 
at around 124:°50 pesos per {, and correspondingly so for 
other currencies. It is understood that cover is forth- 
coming from official sources for approved imports at the 
new rate, but, despite official denials, it is possible that 
the peso may be further appreciated. Any considerable 
improvement in the value of the peso would of course 
reduce the profits of the mining export industry, and 
might therefore affect the foreign trade of the country, 
which in any case is at present largely benefiting from 
purely fortuitous circumstances, such as the world 
demand for copper. 

The available funds of the commercial banks in Chile 
rose considerably in May, from 298-9 million pesos in 
April to 349-3 millions. This increase was due prin- 
cipally to the rise in the deposits of these institutions 
and the drop in their advances. Deposits reached the 
figure of 1,893-9 million pesos (including 25-4 million 
pesos of 6d. gold in foreign currencies), i.e. an increase 
of 30°I millions, and Adv ances fell to 1,945-6 million 
pesos (including 26-8 millions in foreign currencies) i.e. 
a drop of 17-6 millions. The deposits of the National 
Savings Bank, due especially to the larger sums placed 
by the Government with that Institution, rose consider- 
ably to gog million pesos, which was an increase of 
60-1 millions on the month. The available funds of this 
Institution were thereby increased by 44:1 million 
pesos, the total thereof for May being 238-4 millions. 

The daily average of the circulating medium for the 
fortnight ended June 6, rose to 1,059°5 million pesos. 
The holding of the banks for the same period averaged 
392 millions, which is the highest figure recorded this 
year. The funds in the hands of the public amounted to 
667-9 million pesos. 

The amount of cheques passed through the clearing 
houses was greater than in the preceding month, the 
daily average for May being 88-4 million pesos as com- 
pared with 87-3 millions in April. Bank debits likewise 
increased, averaging daily 153-8 million pesos in May as 
compared with 150: * millions in April. 














International Banking Review 


HOLLAND 
() WING to the plethora of liquid funds in Amsterdam 


there is a fair scope for activity in the new issue 

market. Arrangements have been made for the 
issue of Fl. 35 millions of 43 per cent. bonds for the 
Norwegian Hydro-Electric Nitrogen Corporation. The 
object of this loan is to convert the company’s outstanding 
5% per cent. dollar loan and 5 per cent. kroner loan. The 
Dutch tranche amounts to Fl. 14 millions, issued by the 
banking firm of Mendelssohn & Co., of Amsterdam. 
There will be a Swiss tranche of Frs. 18 millions issued 
by the Union Bank of Switzerland, and a Swedish tvanche 
of Kr. 30 millions, issued by the Stockholms Enskilda 
Bank. 

It is expected that the Netherlands Indies Government 
will shortly issue a large conversion loan to convert 
outstanding and redeemable 4 per cent. loans on a lower 
interest basis. The amount involved would be about 
G. 950 millions. 

BELGIUM 


The outstanding event of recent weeks was the attack 
on the National Bank of Belgium and on M. van Zeeland, 
on the ground that the latter had continued to receive 
payments from the Bank while holding Government 
office. As is well-known, M. van Zeeland was formerly 
Vice-Governor of the National Bank. It was feared 
that these attacks might lead to a Cabinet crisis, and 
there were strong rumours of the resignation of M. de 
Man, the Finance Minister. M. van Zeeland refuted the 
charges, and proved, with the aid of documentary 
evidence, that the amounts paid to him related to periods 
when he was not in the Ministry. M. de Man confirmed 
this statement, and after a debate both houses of the 
Belgian Parliament gave their support to the Govern- 
ment. One of the results of the attacks was the revision 
of the statutes of the National Bank, fixing the salary 
of the Governor at Frs. 750,000, that of the Vice-Governor 
at Frs. 600,000, and those of the three Directors at 
Frs. 500,000. 
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SWEDEN 

During August the easiness of the Swedish money 
market and the lack of suitable investment opportunities 
became still more accentuated, and the total “‘ cash and 
at Bank of Sweden” holdings of the joint-stock banks 
rose by Kr. 32 millions to a new high record of Kr. 840 
millions. This figure "ag bog with Kr. 416 millions 
in August, 1936, and Kr. 31 millions in August, 1935. 
It should be added, howev er ” that at this time of the year 
exports are at their highest, and that export proceeds 
appear in the joint-stock bank’s sight accounts at the 
Bank of Sweden. Out of this cash total of Kr. 840 
millions the Svenska Handelsbanken accounts for the 
comparatively modest figure of Kr. 170 millions, while 
the Skandinaviska Kreditaktiebol. aget holds Kr. 295 
millions, and the Stockholms Enskilda holds Kr. 260 
millions. In connection with the influx of export proceeds, 
deposits at the joint-stock banks increased by Kr. 28 
millions to a total of Kr. 4,147 millions, a figure which 
exceeds deposits at the corresponding date in 1930 by 
Kr. 344 millions. At the same time total advances 
rose by Kr. 14 millions to a total of Kr. 4,042 millions, 
which brings the excess of deposits over advances to 
Kr. 105 millions. A less favourable feature is that the 
banks’ portfolios of commercial bills has not increased 
at all, in spite of expanding trade and production and 
rising wholesale prices. A 4 per cent. bond issue of 
nom. Kr. 18 millions of the Norwegian Hydro 
Company, offered by the four leading Swedish banks 
at a rate of 96, was many times cov ered, notwithstanding 
Swedish investors’ usual reluctance to invest in foreign 
stocks, and the bonds are now dealt in at a par value 

Foreign assets and liabilities of the Swedish banks 
have undergone marked changes during August. Thus 
the aggregate foreign holdings of the Bank of Sw eden and 
the joint-stock bs inks—balances with foreign banks, 
foreign bills and bonds—have increased by Kr. 51 
millions to Kr. 1,276 millions, while liabilities to foreign 
banks have declined from Kr. 325 millions to Kr. 315 
millions, which has resulted in a net foreign balance of 
Kr. 961 millions for the Bank of Sweden and the joint- 
stock banks. During the month under review the gold 
reserve of the Bank ‘of Sweden rose by Kr. 1 million to 
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Kr. 467 millions, while notes in circulation increased 
from Kr. 863 millions to Kr. 885 millions. 


RussIA 

The liquidation of the Russo-Asiatic Bank having 
been completed, its realisable assets have been distributed 
as a dividend to holders of the Holy Synod of the Empire 
of Russia 7 per cent. sterling loan, issued in London in 
1916, and guaranteed as to principal and interest by the 
Russo-Asiatic Bank. The loan was subscribed by large 
financial interests, and the holders are understood to 
number under 200. As a result of the liquidation it was 
possible to pay them a dividend of 2 per cent. which, 
small as it is, came more or less unexpectedly. 


JAPAN 

The revaluation of the gold reserve of the Bank of 
Japan was carried out on August 25, with the result that 
the gold cover increased by Y. 354 millions to Y. 801 
millions. On the occasion of the first revaluation of the 
gold stock the total obtained was Y. 1,312 millions, of 
which Y. 812 millions was used to establish the Exchange 
Equalisation Account. 

The application of exchange restriction measures in 
Japan has been reinforced to a considerable degree. 
It is understood that all foreign exchange transactions 
carried out by Japanese and foreign institutions operating 
in Japan have to be submitted to official inspection. It 
is expected that owing to the large trade deficit, import 
restrictions will be reinforced. Japan’s gold shipments 
to the United States continued, and Japanese selling of 
dollars was, on various occasions during August and 
September, a conspicuous feature of the foreign exchange 
market. 

ARGENTINE 

The Argentine Government has decided to repatriate 
its holdings of 1,920,000 ounces of gold bars deposited 
with the Bank of England. The explanation of this 
decision is that, having redeemed the greater part of her 
external debt the Argentine no longer finds it necessary 
to maintain in Europe such a large sum of gold reserve. 

A large part of this gold stock has been accumulated 
comparatively recently, thanks to the favourable ten- 
dency of the Argentine exchange, due in part to the 
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improvement of exports, and in part to the influx of 
foreign capital seeking investment in the Argentine as 
one of the safe centres from a political point of view. 

The new Currency Committee which was appointed 
recently has begun its activities. It contains repre- 
sentatives of importers and industries as well as of the 
Government, the Central Bank and the Stock Exchange. 
The task of the Committee is to advise the Ministry of 
Finance regarding the rules for the granting of exchange 
permits. As harvest prospects are unfavourable owing 
to the drought, it is expected that the next import season 
will be less favourable than the last. For this reason the 
Argentine authorities are likely to be cautious in the 
matter of granting exchange permits. 


MEXICO 

The Government issued a decree renewing the note 
issuing privilege of the Bank of Mexico, which will 
remain in charge of the regulation of the exchange. 
The greater part of its statutes will remain suspended 
for another period of one year, and the Director of the 
Bank will have virtual dictatorial powers. 


Books 


THE MONETARY REVIEW. Published by the Economic 
Intelligence Service of the League of Nations, 
Geneva, 1937. (London: Allen & Unwin. Price 
6s. net.) 

TuIs year’s volume of the League Money and Banking 
Year Book contains an interesting new feature. It is 
a chapter on “‘ The Market in Forward Exchanges.” 
This is a welcome addition, since the literature on the 
subject is none too plentiful. Indeed, it is somewhat 
surprising that it did not occur to the League Economic 
Intelligence Service to investigate the subject until 1937. 
The chapter contains some introductory remarks on the 
subject and several interesting charts showing forward 
rates and their interest parities. It also contains a 
sketchy historical account of the movement of forward 
rates since 1931. Dealing with the difference between 
long and short forward rates, the Review points out 
that forward rates for one month varied even more 
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widely than those for three months. It quotes the 
example of the forward franc during 1935 and 1936. 
The diagram on p. 50 shows, however, by some mistake, 
that the percentage of fluctuation was much wider for 
three months than for one month forward francs. Fora 
beginning the chapter on forward exchange is a praise- 
worthy effort, but it is to be hoped that the material will 
be improved upon in subsequent volumes. In particular, 
in addition to the charts the statistical section should 
contain tables of forward rates. 


COMMERCIAL BANKS. Published by the Economic In- 
telligence Service of the League of Nations, 
Geneva, 1937. (London: Allen & Unwin. Price 
6s. net.) 

THE valuable international banking statistics col- 
lected and disseminated by the League of Nations are 
brought up to date in the present volume. The chapters 
dealing with the particular countries contain, in addition 
to strictly banking material, a brief summary of the 
monetary conditions in the countries concerned. The 
material is arranged in a very convenient form, and is 
very useful for general reference purposes. For instance, 
in the chapter on Germany, there is a substantial section 
giving a historical account of the development of ex- 
change restrictions and a survey of the various types of 
mark. 


REVIEW OF WORLD TRADE. Published by the Economic 
Intelligence Service of the League of Nations, 
Geneva, 1937. (London: Allen & Unwin. Price 
2s. 6d. net.) 

THIS volume contains a general synopsis of world 
trade during 1936 and a comparison of the figures of those 
of the immediately preceding years. Special attention 
has been paid to the recent changes in the distribution of 
each country’s trade according to the countries of 
provenance and distribution, caused by variations of 
competitive power or by new methods of commercial 
policy. This volume is supplementary to two companion 
volumes dealing with foreign trade, ‘“ International 
Trade Statistics ’’ and “‘ Balance of Payments.”” Between 
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them the three volumes contain most of the material 
anyone could want on international trade statistics. 


WORLD PRODUCTION AND PRICES, 1936-1937. Published 
by the League of Nations Economic Intelligence 
Service, Geneva, 1937. (London: Allen & Unwin. 
Price 5s. net.) 

THE latest volume in this series contains some in- 
teresting statistical material indicating the increase of 
world productive activity during 1936. It is interesting 
to note that total primary production reached and 
passed the level of 1929, the previous peak. Stocks of 
raw materials and foodstuffs continued to decline, and 
industrial production for the world as a whole noticeably 
exceeded the peak level of 1929. The volume of inter- 
national trade reached the level it attained in 1926, but 
remained behind its peak of 1929. The revival was 
particularly marked in the second half of the year, and 
it continued during the first half of 1937. To a very 
large extent it was due to the increase of imports by 
Great Britain and the United States. 





WoRLD PRICES AND THE BUILDING INDUsTRY. By 
GEORGE F. WARREN and FRANK A. PEARSON, 
New York, 1937. (London: Chapman & Hall. 
Price 17s. 6d. net.) 

PROFESSORS Warren and Pearson, who are _ best 
known by the fact that they were responsible for 
President Roosevelt’s gold-buying policy of 1933, have 
produced a volume in which they prove that they are 
capable of tackling questions of detail with the same 
ability with which they have been tackling broad general 
problems. Although the problem of prices is examined 
from the point of view of the building industry, the book 
contains a great deal of statistical material which is of 
interest to those not particularly concerned with that 
industry. 


A HUNDRED YEAR HIsTORY OF THE P. & O., 1837-1937. 
By Boyp CABLE. (London, 1937: Ivor Nicholson 
and Watson. Price Ios. 6d. net.) 

SincE the history of shipping and finance are so 
closely interwoven, the story of the Peninsular and 
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Oriental Steam Navigation Company over the last 
hundred years is also the story of the great financial 
houses. The struggles and growth of the shipping 
cmmpeny affected not only the shipping of the world, it 
had its effect on national and international politics and 
policies, on wars and world events, and opened up new 
harbours and fostered inventions that have revolutionised 
financial and commercial houses to-day. The author 
has had a great subject with which to deal and he has 
dealt with it ably and interestingly. The book is excel- 
lently produced and has the added attraction of some 
very fine coloured plates of some of the ships of the 
P. & O. whose names have become household words. 


THE BANK AND INSURANCE SHARES YEAR BOOK, 1937-8 
(London, 1937: Trust of Insurance Shares, Ltd. 
Price ros. 6d. net.) 

THE second edition of this valuable year-book con- 
tains a series of analyses of the accounts of 94 British 
banks, discount companies and insurance companies for 
the past seven years, a record of share prices, dividends 
and yields over a period of twenty-one years from 1916 
to 1936, a directory of directors of British banks and 
insurance companies and fifteen statistical tables con- 
stituting an aggregate summary of assets, liabilities, 
investments, profits, etc., during the past ten years. 
Speci l articles are included dealing with the structure 
of the British system of banking and the attractions of 
insurance shares, and Mr. A. C. Thorne, F.I.A., in an 
interesting article, examines the return obtained by an 
investor in insurance shares over a period of fifteen years. 


A CENTURY OF PROGRESS. By ARTHUR CHAMPNESS. 
(London, 1937: General Life Assurance Co.) 

Tuis volume has been published to mark the Cen- 
tenary of the General Life Assurance Company. On 
October 23, 1837, the project took shape for the formation 
of an insurance company connected with the great body 
of the Protestant Dissenters, but as time went on the 
company began to appeal to a wider public. The Fire 
Department was strengthened by the purchase of the 
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British Empire Mutual Fire Office in 1857, but in 1892 
an offer for the Fire branch was made by another Fire 
Office, which proved acceptable. The company has 
remained one of the few purely life offices in Great 
Britain. In 1925 the company became affiliated with 
the General Accident Fire and Life Assurance Corporation, 
the life department of which became closed to new 
business and the General Life was, and continues to be 
for all practical purposes the Life Department, retaining 
nevertheless its identity and its hundred year’s tradition. 


PUBLICATIONS RECEIVED. 

fHE WAGE SYSTEM AND SOME OF ITs Critics. By 
J. A. A. Ratpw. (London, 1937: James Clarke 
& Co. Price 5s. net.) 

ANNUITY AND LOAN REDEMPTION TABLES. By T. Kk 
STUBBINS. (London, 1937: Sir Isaac Pitman & 
Sons. Price 6s. net.) 

MINES OF AFRICA. 1937 Editions. Edited by C. Car- 
LYLE-GALL. (London, 1937: The African and 
Rhodesian Mines Publishing Co. Price 30s. net.) 


THE ALEXANDRIA FUTURES MARKET. By C. R. BARBER. 
(London, 1937: Harlequin Press Co. Price 5s 
net.) 

BUSINESS STATISTICS. By GEORGE R. DAVIES and DALE 
YopDER, New York, 1937. (London: Chapman 
& Hall. Price 17s. 6d. net.) 

(HE SAVING OF INCOME TAX, SURTAX AND DEATH 
Duties. By JAsPpER More. (London, 1937: 
Butterworth & Co. Price 15s. net.) 

lHe PURCHASE OF ComMMoN Stock As TRusT INVEsT- 
MENTS. By C. ALIson ScuLLy, New York, 1937. 
(London: Macmillan & Co. Price 4s. 6d. net.) 

LA NOUVELLE LEGISLATION DE LA LETTRE DE CHANGE. 

By PierRRE LeEscot. (Paris, 1937: Rousseau et Cie.) 













The State Land Bank 
in 1936 


ISING agricultural prices brought about a real improvement in thi 
plight of the Polish farming community in 1936. This improvement 
was reflected also in the business of the State Land Bank which during 

he years of the agricultural depression, 1.e. from 1932 to 1935, reduced 


its active operations to a minimum. In particular in the field of the short 


term credit a substantial advance was made in 1936 Short and medium 
term loans were granted for Zl. 70,1 millions, as against Z]. 33,1 millions in 
1935 and had for their object the financing of the exportation of Polis} 
ericultural products (bacon, hams, meats, butter, eggs, grain, etc.) whicl 


ire sold in large quantities to Great Britain, as well as the financing of thi 
rade in such products on the home market. In this field of credit, loans 
totalled ZI. 38,2 millions as compared with ZI. 6,2 millions in the preceding 
veal Moreover, the Bank granted loans for the purpose of building grain 


] r } 


elevators, cold storage plants and slaughter houses, as well as for the purpose 


carrying out the mechanisation of dairy farming 


Practically no long term loans of issue were granted by the State Land 
Bank in 1936 in view of the fact that conditions on the local and foreign 
investment markets did not favour the development of this section of credit 
though it is essential for the financial wellbeing of agricultural holdings 
The Ministry of Agriculture and Agrarian Reforms, however, placed at the 
disposal of the Bank the sum of ZI. 8 millions, thus enabling the Bank to 
grant long term loans in cash to pay off family legacies, with the object ot 
ioiding an excessive subdivision of small rural holdings. In Poland where 
the growth of the population is very rapid, while holdings under 4 hectares 
ire scarcely able to provide food for the owner and his family, the problen 
{ the credit referred to above is one of paramount importance 


In addition, the State Land Bank continued in 1936 to partition landed 
estates, over 14,000 hectares of land being subdivided : in the course of the 


last few years the Bank partitioned over g6,000 hectares 


In addition to credit operations and the partitioning of land the Bank 
ontinued in 1936 to reduce farmers’ commitments contracted prior to the 
vear 1933. The Bank’s activity in this field of business had for its object 
the curtailment of interest, the spreading of the repayment of the principal 
of loans over longer periods, the writing off in some instances of the principal 
of loans, et Phis business for which Zl. 167,g millions including Zl. 53,5 
millions out of the Bank's own funds (Capital and Reserves) have been 
utilised may now be considered as terminated. By substantially lowering 
the financial burden of the country-side it caused, together with the rise in 
wricultural prices, an improvement in the economic conditions of the rural 
population 
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Some New Barclays Branches 
By Professor C. H. Reilly 


fr is the turn this month to consider some new 

branches of Barclays. Let us begin with the Hayling 

Island one by Messrs. Unsworth, Goulden and Bostock, 
for it is such a very pleasant little building set among 
trees on a curve of the road. I am told it is, too, in 
t very pleasing brown. brick. One likes it mainly, 
i think, because oft its charming modesty (so. like 
Mr. Unsworth himself, if I may be allowed to say so) 
ind because it fits its site so well. Next to it are clearly 
buildings which disregard their surroundings in what 
! am afraid is the ordinary ungentlemanly suburban 
way of to-day. One sticks out and the other sticks up 
and an ugly triangular space is left in front, giving an 
opportunity for an estate agent’s ugly advertisements. 
Ihe little bank building has been wisely set back a 
ouple of feet sufficient to show that though a neighbour, 
it does not quite approve of all this. Then it is as quiet 
ind simple as possible, the curved front only being pierced 
by a couple of windows, not very large, and central doot 
with a wide flat raising of an inch or so round it. These 
necessary features and two down-spouts, with heads 
ind the name of the bank between them, make up the 
facade. No, not quite. There is a touch which just 
makes all the difference and raises this little building 
many degrees. It is a slight double horizontal set-back, 
acting as a definition and finish to the wall at the top 
ind the single vertical set-back at the ends. This it is 
which gives delicacy and refinement to the brickwork and 
onsequently make the rich texture of the rather heavy 
pantile roof all the more telling by contrast. My only 
possible query is how 1s this little office building lit?) The 
two front windows are clearly not enough in themselves 
sufficient, nor are there any others visible, and the root 
shows no skylight. Further windows there must be some- 
where, and this is but another instance of the difficulty 
of judging a building without plans. All one can say 
is that this is a very gentlemanly little structure in 
ippearance and one hopes it 1s a very efficient one too 
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The Helston branch in Cornwall, by Messrs. Cowel 
Drewitt & Wheatley of Penzance, appears to consis 
of two separate stone buildings with a straight joint in 
the stonework and a party wall between them. T!1 
entrance to the bank is in one, and the banking hall 
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THE HELSTON BRANCH 


and the manager's flat over it appear to be in the other. 
Again one needs a plan to understand the arrangement. 
The two buildings, too, do not seem by the same hand. 
There is a strength about the windows of the left hand 
building which is absent from the more elaborate window 
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and doorway in the right hand one. Indeed, this latter 
window and the doorway under it, of conventional 
Georgian detail, have an elegance and almost an 
etieminancy, which seems strange next the masculine 
character of the main block. This, if a little over- 
windowed, is larger in scale and has that strangely non- 
conformist character which I seem to remember in 
St. Ives and other little Cornish towns. When it comes 
about through a straightforward simplicity combined 
with a knowledge of the use of the local materials, as 
here, it is not objectionable. It seems to go with the 
iocal landscape and its rocky headlands. In a more 
sophisticated neighbourhood, for instance, an architect 
would hardly project out the central first floor window 
as crudely as it is done here when already so much 
wall surface has been eaten up by windows. Yet one 
cannot say that here it is unsuccessful in the total result 
and probably suits very well the narrow sloping street. 
The rather similar branch at Camborne by the same 
architects does not seem to me nearly so good. The 
black mortar of the joints as against the grey of the last 
building at once gives this a rather sinister appearance. 
Then there is some difference in the treatment of the 
eround floor bank windows, which make them linear 
and hard. It is the moulded stone architrave and head 
surrounding the openings as against the natural method 
of alternate quoins of the Helston windows and, indeed, 
of three out of four of the first floor ones of this very 
bank. Then the door, with its pediment, is too wide and 
seems to use up too much wall space and to come too 
near the corner of the building. The general stonework 
does not seem to me nearly as good. The quoins, for 
instance, at the corners of the building, are of smaller 
stones than those used for the first floor windows. After 
the Helston branch, the full moulded cornice seems 
pretentious and unnecessary. Altogether this is rather 
a sad grim little building. Its non-conformist character— 
and it certainly has it—is not of the kind one respects. 
The Southgate, Chase Side branch, near London, by 
Messrs. W. H. Woodroffe & Son of Bedford Row, is as 
different from these Cornish branches as it is possible 
to imagine. One could not have thought the same 
client in the same century, in the same country, 
could have built both. This branch aims at elegance 
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broken pediment to the centre window on the first floor 
[he broadly treated stone front of the bank proper wit] 


i 


and almost coquetry; witness the elaborate cocked uy 
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THE CAMBORNE BRANCH 


its two balancing doors and large central window, while 
highly finished in itself with its vertically fluted crowning 
band, calls certainly for an equally highly finished upper 
storey, even if that has unfortunately to be in another 
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THE SOUTHGATE, CHASE SIDE BRANCH 
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material, but does it call for this overhatted central 
window? I think the architects were certainly right in 
wanting something to hold the eye where this pediment 
is, but I am not at all sure they were right in what 
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THE PINNER BRANCH 
they have put there. I feel that particular pediment is 
a little like a coster girl’s ostrich feather hat used with 
a really elegant silk gown. 

The Pinner branch by Messrs Swannell & Sly, of 
Rickmansworth, is a more conventional piece of Georgian 
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sign than the last building and not so spirited as 
result. Still, on the whole, and looked on as a piece 
street architecture, I feel it is more satisfactory. The 
vindows of the upper floors are nicely spaced with the 
sult that those of the bank on the ground floor look 
rowded together. No doubt it was to try and hide this 
that the architects have left them a different colour. 
[t is things like this which show the difficulty of using 

Georgian private house design for another purpose. 
| think it would probably have been wiser to have 
been franker, and instead of the thin tall sash windows 
of the ordinary Georgian proportions, such as one might 
tind lighting a dining room, to have had, for the bank 
proper, one large modern window as in the previous 
example. One could go back honestly to the domestic 
windows above, provided bank managers still prefer 
small panes and vertical windows, for that part of the 
building is purely domestic. I cannot make out, from 
the photograph, why one of the two balancing doorways 
is so much narrower than the other. Can the conscience 
of the architects be jibbing at the gnat of having the 
doorway to the less important domestic quarters the 
same size as that to the bank proper after it has 
swallowed the three big domestic windows to the banking 
hall ? 

The cornice, with its modillion blocks under it and 
the balustrade over, though all unnecessary, either to 
protect the front or to keep folk from falling out of the 
non-existent dormer windows, are pleasant features in 
themselves and no doubt add to the street vista as they 
do to the height and importance of the building. One 
must not judge fancy dress by the standards of a modern 
bathing suit. 

The Tadworth branch by Messrs. Nicholas & Dixon 
Spain, is one of those very difficult things, a small 
one-storey branch on a corner site where it must be 
made to look important and cannot have the requisite 
size. Messrs Unsworth, Goulden & Bostock had a much 
easier task with their charming Hayling Island branch 
with which we began. Their building could be quiet 
and retiring. It scored heavily by being so. _ This 
branch, I suppose, had to be monumental although of 
only one storey. It is difficult to make a monumental 
dwarf. I think it would have been better if the 
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chitects had not tried so hard, if, for instance, they 
had omitted emphasising, for no logical reason, thi 
central one of the three windows on either flank. Wher 
hev have left their building plainer, and with a greate 





THE TADWORTH BRANCH 


field of brickwork, as round and above the entrance 
doors, it has greater dignity. Indeed, that portion of 
the design, with its steps, its low doorway and tl 
roundel above and the single word ‘ Bank’ on the 
frieze 1s very eood, but then one expects something very 
eood from such excellent and well known architects as 
these gentlemen. 
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The Union Bank of Australia, 1857 
¥ connection with the centenary of the Union Bank ot 


Australia. reference to which is made in ‘‘ A Banker's 
Diary,’’ we publish below a sketch of their first branch 
it Launceston, Tasmania 











THE FIRST BRANCH OPENED BY THE UNION BANK Ol 
VUSTRALIA AT LAUNCESTON rTASMANIA (THEN VAN 
DIEMEN’S LAND) 


Our Architectural Correspondent writes, this is a 
quiet little Regency house such as one could still find in 
«a dozen or more places in Brighton and other English 
towns of a similar period. Its rooms are sure to be 
rather lofty and of elegant proportions and the detail in 
cornices and doors and fireplaces refined and charming 
[t is the sort of house most architects to-day, in sympathy 
with the modern teeling for restraint and dignity, would 
choose to live in, if they were not able to build them- 
selves a modern one. Fortunately for them such houses, 
like Regency and Early Victorian furniture, are not yet 
much sought after by the general public, and can 
generally be obtained at a reasonable figure though they 
belong, of course, to the most elegant period of dress 
and manners 








